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ROYAL Chau. SSLON ON DOMINION-PROVINCIAL RELATIONS 


OPTs A, ONTARIO, JANUARY 27, 1938 


The Royal Commission appointed to re-examine the 
economic and finuncias basis of Consederation and the 
distrivutionu cf legislative powers in the light of the 
economic and scvis)! Asvelopments of the last seventy 
years, met at tls Parliament Bulldings, Ottawa, Ontaric, 
on Taursday, danuary 27, 1938, at 10.30 a.m. 


PRESENT: 

HON. CUlSF JUSTIC N¥WTON 7. ROWELL... . CHAIRMAN 
DR. JOSEPH SIR0IS ) 
JOH 7. DAB, Esq. Commissioners 
DR. ROBERT ALEXANDER MacKay 
PROFESSOR HENRY FORBES aruds 


Commiss: ssi.on Counsel: 
Louis S. St. Laurent, Esq. K.C. 
James McGregor Stewart, Esq. K.C. 


Secretariat: 


Alex. Skelton, #sqe Secretary 
Adjutor Savard, Zeq. Secretaire sraucais 
R. Me fowler, Dsq.e Legal Secretary 
Wilfrid Zezleston, Esq. ssistant to the 


Secretary 


FOR THE DOMINION GOVBRNLGINT: 


C. Fraser Ellicott, K.C. Income Tax Commissioner 
Alex Gray, Isq. Income ‘ax Branch 
R. Ge. Gilham, Esq. Income Tax Brench 


David Sim Commissioner of Excise 


; 2 Nite ‘ulna svat ef fe. 18. stuad 


eres “pus. eras wei ronal 


Yisteotosg 

BLootsL: Gristegoad. 
yreter.es Ispet 
eat of IaBdetaeh 
Yat orosa 


tetinkbeiuced yal emmonl 
fonen® : Kei entorontt 
erect xT dosnt 4 
@sigsh to. comma aH 


3577 


Reilway Comittee Room, 
House of Commons, 
Perlicment Buildings, 
Ottewe, Onterio, 
Jéeniery 27, 1938. 


MORNING SSSION 


The Commission met at 10.30 a.m. 
MR. STEWART: Shell I proceed my Lora? 
THE CHAIRMAN: Yes, if you will proceed, Mr. Stewart. 
MR. C. FRASER ELLIOTT, E.C., Commissioner of 
Income Tax, Examination continued. 
‘BY MR. STEVART: 

Qe ae think you heve ea statement of the combined business 
profits end income tax, Mr. Elliott? A. Yes; the 
combined stetement of business profits collectiens and 
income tax collections since the ineeption of the law, 
which for business profits, was appliceble to 1916-15 
end for income appl icebleote 1917 end each yeer thereefter, 
exceot business profits ceased as a texing measure in 1920. 
So as Exhibit ~- I do not know the number, Mr. Stewart. 

Qe Thet will be 126. A. As Exhibit 126 I will 
submit the total collections since the inception of those 
laws referred to. And yesterdey I made the statement 
from memory thet we hed collected aver $1,250,000,000. 

Now, I would like to give the court the exect figure 
which is 91,319,021,100.13. 

EXHIBIT NO. 126: Stetement of business 
profits end income 
tax collections since 
inception of lews. 

Qe You heve also a stetenent of the collections for 
611 yeers by provinces end separeted eas to individuels 
end corporetions? A. Yes. Thet stetement ef collections 
for €l1l yeers segregated es to provinces since the 


inception of the lew is in the beck of the blue book that 
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Z think wes originally put in es Exhibit 184. It cen 
be sepere tad of course, but I presume you will just “note 
thet ¢s en ettachncent to Exnibit 124. 3 

te oes Waev Cherpeis PUCin«124? Re dello. dn 134 
thet is & book of ste.tements. 

g- YOS, I know. Exhibit 124. Sut tho perticler state- 
ment to which wo ~ro referring now is what stetoment or 
whet pege? A. Tt is tho lest ststement. It is not 
numbered, but it is the icst stetement. 

Q- Now, Mr. Hlliott, «t the present time there is en 
ETTEn 2oront dotwoon the Dominion end the province of 
Ont. rio in tho collection of income tix, whereby your 
dep.rtnent collects incor tex for ths vrovince of Onterio? 
Be ties 2s COrruct. 

Ge Under tho torms of “itevAct< “Con you mMeks 2 stete- 
mont es To hoy that nes opsrctod? f&. I would be very 
pelee-vOormo-so.” In the 2956 “Inverprovineler Conrorence 
the subjcect wes brought u: cs to tho possibility of the 
Dominion edministcring the lews cf the verious crovinces. 
Tho ropresonts tives of the province of Ontzrio csked 
if wo would do it end wo grocd to do it. An agreement 
wes drewn up botwean us “nd thet is in deteil or in lew 
the besis by which wo function. In discussing the mettor, 
if wes »ointod out thet wo couid use ono form for the 
individutl to docl*rv his income upon. I hevs thet form 
here end I think it oxomplifios to the cye tho savings 
thet cen bo mide both to the texpzyor, the two jurisdictions 
concerned, Ontrrio “nd tho Dominion, cnd thereby dcoerecse 
the costs end incrussc the revenucs. 

Tho ncods of tho Ontrrio l:.7 wore incorporeted into 
the roturn of tho Dominion form indi it only took Ff. very 
snell portion of our form to tncorporate :.11 thoir lews 
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oyorything thyt thoy required... If Iomy, I will give the 
six forms to ths commission : nd point out just hov much 
sp- co on tho Income Tix Form is requirsd to s-tisfy tho 
roquircncnts of *nothor: province. 
elere eee rs tats Reboot 127 6 ede: id bib bo 
ths Tl Forti in uso for Doinion-Ont: rio returns. At Vas. 
eattel? NO. ic7: TL Yorn in wso for 
Dodinion-Out rio 
Incomo Tr.x Returns. 

Mite: ede On on Tne principle, ish d¢.ids downto the 
Conforcnes -t thet timc which wes gonor: lily ~ecopted +s 
voiding nocuss: ry if the Dominion is to :daninistcor the 
Mgsol ~any othor provinces. Thit principle wes this:..Thet 
You. tust hevco tho incom: described or: dofinod in tho 
YuSpoevivo dws. subst: ntislly the somo, ce thoy. +re.an the 
Dominion. oThit mont thot, shon wo. detormined: the Dominion 
income ipso fr cto wo hod dctormincd tho provinceizl incors. 
It ws Oomph’ sizcd tht thoso orovinecs mist not hrve 
dotscrmin’.tion of income by str.tutory dcfinition difforsnt 
from whit we hed, ovhcrwise wo would bdo intorproting one 
€o nine different. liws dorling subst:.nticlly vith the 
srmo thing. Thorofore, I repe:t tho ono principle wes: 
"Bring your incomes tex definitions into conformity with 
ours." Ontcriots dofinition wes substrntizlly the s*me 
Ps ours ct the timc, sithough they undertook to cmond their 
lew ond did -mend their lew, bringing © numbor of the 
dstc.ils of their definition into conformity with ours. 
Now, for the first timo, Promicr Breekon mode the comment, 
"7ill you lct us hevo our oxemptions differont?" Thrt 
is, tho Dominion is 32,000 «nd $1,000. "Will you let 
Ont*rio or kznitobr’ -- ho wes discussing rezlly with 
Menitob:. in mind --- '7il1l you lot thom heve different 
cxemptions?" Their cxemption is not 32,000 or $1,000. 


And it wos snown thet thoy could hevs different exonptions ; 
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thet ws only © me.ttor of e-leulrtion. <f¢ftor you 
dcteormin.d ths income you dcduct from it cither §2,000 
OP iybUG. te Son a Gt Ad, 

Thon, tho next quustion thrt emo up wes, vould 
GQitfciont rites, be .ny dotcrront?. Cortrinly not. The 
point wos, vould you usc tho s mo Pominion reto rnd thon 
cpportion th. fine>l tcx, or could you use different rates 
on the t2x:ble income, efter these deductions hed bsen 
mde. Well, thet agsin is only e detail. We seid: 

"Put in whet exesmptions you like, whet rates you like." 

Speciel exemptions, thet wes the next step. ‘72 will 
let you heve special exemptions, but oucs we heve 
determined the common income you cen reduce it by such 
special items as you wishe And they said, "All 
right, we woulda like to reducc it ty our non-texedle 
Menitobe Bonds." Thet LS €ll ,ieat.. teke it off. Or, 
if you hevs3 ény spocial exemptions for pensions or 
the like. As long és it comes from & common figure, 
common to ths tyo juriscictions, then it is only for the 
euditors going over the work to m=ke smell deductions 
end after ticy have got down to the téxaeblc incone, to 
enply vhetev3r retes they hed end to fi;jirs thet income 
tax out on the same figure end send taem out at once 
and they ere both peid on the same bisis, Thereby tne 
two are brought into hermony, both in cotorminetion of 
incomes <nd method of assessment, plus 611 teken in on 
one form. 

COMASSIONER ANGUS: Yould the existence of a 1 per 
cent income tax vuayable et the source complicetc it? 

MR. BLLICT?: I wes going to coms to that later. 

I wil? deel with it nov. Thet is oxectiv whet is going 
on in Menitobs. First, I should inform tho court, we 


ere this yeer teking over Menitobe. We heve elrvedy teken 
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in in the first few deys, subdjcet to correction, ebout 
thirty or forty thousand dollers; moaning thet the 
systom is on its wey. But, es wo worked the problem 
out, to enswer your quostion, thoy have « wege tex; the 
wege tex is collected et the source. It is ¢ two por 
cont W.ge tax end if you coms ovcr ¢ certcin oxcrption, 
or cortcin wige,over w60U, the 2 por cont evplies cna 
hes to be dcducted by tho cmployor. Hc deducts it 
not with respoct to tho monsy ovcr $600, but beceuse 
his selcry is over $600 tho 2 per cent eopliocs to the 
whole ,600. In othor vords, if ho wont $1.00 over 
ho orys on G60), te doos not pey on the $2.00. ‘That 
wes imrcortent to us for this recson th:.t when wo mede 
up our form +s hid to provide * systcm of knowing whethcr 
noe hed <irerdy pcid His weee thx <b the source, Peoriac 
if ho wero coming undcr ths gonore.l income tex ltw we 
would h-vo to givo him crodit for «wh'.t hed rlrezdy boen 
deducted «t the source ¢nd wo tre doing thet. 
So thet tho enstcr to your question is, without 
going’ inte it in word doteilod formjsir, it is vory 
owkucrd, slows up the menegsmont <nd intkes oxtrse vork, 
but: it could be done. | 
COMMISSIONER ANGUS: Even if it invoives refunds? 
MR. ELLIOTT: Yos, bceruse the pot into which 
the money gocs, 2s long «s we know it is therc, when 
wo knovy the mon is entitlod to tho refund we cen,with 
the propor mech nics, tcke it out of the stizc pot. So I 
fm sure thers will bo « grert numbor of refunds. 
TH" CHATRMAN: Tm connection With the wege tex, 
or this 2 por cent doducted *=t tho source, you hive 
not tekon over thet portiont 
MR«< ELLIOTT: "No, wo heve not. 
THE CHAIRMAN: Doos tht not involvo still the 
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m.intonsneo of «n income tex branch in Mr nitob:.? 

MR. ELLIOTT: - would not crll it sn income tex 
branch, beeruso this is a dcduction ct thc source rnd 
prid into the Menitob Exchncecucr. The result of that ig 
thet no bills are sent out, no system is built up for 
assessing the person; there are no assessors; the 
mechanics of the thing are substantially wiped out except 
to the extent of receiving and eccounting but not in the 
sense of assessins, and getting of the information. Do 
I make that cleer? Therefore, we have to have interchange 
this yeer with the province to say: "Did you get anything 
at the source resvecting John Jones? If so,we went to give 
him credit for what he has paid before we send out our 
bill." That is an akwerd feature of taking over Manitobe 
and if it could be eradiceted as & wage tex and brought 
in in some otner wey it would be, from our point of view 
I do not speak for Munitoba, from our point of view --- 
bettor mensgonsnt, clezrer cut end less exnensive. 

THE CHAIRMAN: The administration would be ecsier? 

MR. ELLIOTT: Correct. Now, the forms thet heve 
been delivered to you, you will observe on the front page 
there is item No. 17Q. First, probably, if you go to 
enotnhsr form, T2 L956 Dominion. That is the top Torn. 

THE CHsIRMAN: Yes. 

MR. FLLIOTTY Down at the bottom of thet you see a 
vacant snéce. 

THE CHATRMAN: Yes. 

MR. ZLLIOTT: Theat anace is left vecant becéuse when 
we come to print the Menitobe Forms we ero going to fill 
it in. But thet is the dominion. When enybody in any 
pert Of Canede gets this form this yser he will get it 
with thet vacant spece in it, providing he does not live 


in Manitoba or in Onterio. If he lives in Onterio he 
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gots th: noxt form, T1 1937. And if you look up et the 

top right hend corner you will sce Dominion end Onterio 
combined underneeth the lotters Tl 1937. Now, you heave 
just fillod in thet spaes, cnd overybody thet resides in 
Onterio not only completes the top form by completing the 
sccond form but in comploting this lettor form the+ is 
fillod in he hes also setisfied the provinciztl lew require- 
monts end thet is ell the oxtre inconvonicneo to hin. 

Thon, at the bottom, in item 18 you will sea thers is 
the combinod pryment. We tsk people to aéllocrte their 
peymcnts. We would like them to sey, so muen for the 
Downton, sO mucn for Onterio. If they just hand us so 
much money woe coply it on Dominion ns poh it first, becéuse 
we @&re tho administretors end the lew of rocciving peyments 
is thet you cen coply it on eny debt you like if you ere 
not dirocted. So wo epply it first in the direction of 

the dominent euthority, I supposs thet is the right wey 
to put it. 

THS CHAIRMAN: In your oxnorioncs did you find ths 
texocyers, in meking out whet to pzy themsclves, found it 
difficult on this combined form? 

it. BLLLOTT:  On.the contrezy, this hed soon going 
for soms tims when the strtomont wes meds by one or the 
Onterio officizis, Mr. Feltors, the Comptroller of Finenco, 
thet while nothing could bo purfect this hes functioned 
with slmost perfection. Tht wes medc in the presonce of 
other officizls who scomed to concur in thet view, And in 
my close touch with the mttor, I think thet it hes worked 
&8s closo to porfcction ¢s possibls and corteinly I will 
Sevens i tet thet there hes not beon « single compleint 
from eny sourco whrtsoover on the conbined edministretion, 
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THES CiATRMAN: Do +11 tke »rovinees thet imposo 
rn income tex mrko -. deduction from the income of tho 
mmount oc.id tho Dominion? 

me ELLIOTT: ss I undcrstrnd, subjoct to corroction, 
but I think it is corroct, tho province of Onterio 
fellows tho Dominion t-x -s = dcduction froin tho individurl's 
income, “nd to tho rom-indsr tho trxcs rre oppliod less 
woo Obtrrlo etc tutory ¢cxsmotion.! Phet is the sime in 
Menitobse.. Thet is the stmo in Princo Edwerd Isl-nd. I 
d6 mot think’it is 'so''in British Columbic cad<I°do not 
think it isso in Srsk¢etchewsn or Alberts. 

THEY Co LAN Fon Thc nks yous 

Mis weeoiune: Wht is: vac cifect in cost of collection 
of these reciprocc] or coopors.tive crrangements wita: the 
provinces? 

MAB PELLOUT? 1 ID would boicushient *ddedicost, thet 
‘is the first point. Tnere would be & slight added cost 
by taking over. Of course, when I seid yesterdey we got 
100,000 from the wrovince of Outerio for edministering 
their ect end that we collucted 95,000,000, that meant 
that the cost to the vrovincs wes 2 ver cent, two cents 
to collect a dollar. Now, that is really too much money. 
It didn't cost us enything like thet but we were just 
meking @n egreement end we were saving money to the 
province of Ontério hendsomely, end we did not went to 
lose money oursslvos, so we raised the price high enough 
to save money to tnem and have no loss to us,-é good 
bergein on both sides, but 100,000 is still too high. 
So we reduccd it so they wre going to pey en averege of 
$80,000 & yeer from now on, because we see even that is 
a little high. But you must take into consideration this: 
that thess won who we ere now employing have e little 


more work; thoy arw doing two jobs where they uscd to do 
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onc on the other return I put before you. He docs his 
littlso extre work here on thet edditional return and we 
focl something should be peid for thet, elthough it does 
not cost us any more. And then thore is tho fact we aro 
using our buildings end the spécs, thet wo froc them 
end thoir spaco end thoir employecs and wo use our space 
end our employoos. And so, whilo I say quite frenkly, -- 
and this wes discussed cquélly frankly with them; I «am 
not telling cnything they do not know -- thet we ere 
going to got 380,000 end thoy will make & greet seving, 
but thet cortcinly will cost us nothing,because the $80,000 
covers the additionel cost of everything end « little 
moro. 

MR. STEWART: Heve you eny figuros ss to the seving 
which results to the provinces? 

MR. ELLIOTT: I could not sposk as to thet. I would 
not liks to sey, boccuse first of e11 I would heve to 
know whe.t it cost thom to colloct $1.00 «nd I hévo not 
bac dete to do..it. + Ne, 1 weuld be gucssing if I were 
to enwer th-t qucstion. 

MR. STHVART: Heve you tny stetisticel metorial 
showing tho burdcn of the dufsl income texcs. thet is the 
Dominion end the Ontcrio texetion? 

MReweLLOTTs. Yas, t heve.,. L realize. that ther 
is 2 very portinont question end I think we might develop 
Lb.by. & scries of steps, eccomprnied by cherts. The first 
step would be to show the reletion of the Ontzrio tex to 
the Dominion tex sopercatoly with « chert. And then to 
show the rolition of ths tcxes of cech province on one 
chert. 

MR. STEVART: Thet is, tho income tex:.tion? 

MR. ZLLIOTT: Yos, clwcys in thet field. And then 
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United Statcs, the Unitod Kingdo: end with tho Dominion 
énd sry sritish Columbis. t.xces combined. This egreph, or 
ehrrt, will show the weights onc sbovo the othcr ss you 
prosross, go highcr. And if it Motels the Commission 
90 Will stcrt .ith tho comprrective ch-rt of the Ontrrio 
end Dominion incomo tex. 

MRi STAVART: Theat will bo merkod Exhibit 128. 

EXHIBIT NO. 128: Ch: rt showing 
compe rison botween 
Ontsrio «nd Domin- 
LOU. Jneomo Tax: 

MR. SLUIOTT: Thero -re four sheets to thit 
Hxhibit. The Dorminion-Onterio incoms tex is 2 chrrt 
drawn un in rolstion to © merried psrson with no dependants, 
Thet would be $2,000 cxomption only. The ordinenco 
on the loft is thc purccntego thet ths tex peyeble is 
of the not income. It should be epprociz.ted thet thet 
"Vs not < rate of tix tet is nomineted, bat no metter 
how your grecaucted retcs go up on your income you pty 
so mony dcllers. ‘hetover thosc dollirrs ¢re to your 
totel income, thrt is tho psrcont:gs, end thet is the 
porcgnt: go rsforred to on tho ordinence on the icft. 
Along tho bottom ers the inacrensing incomes, $1,000, $2,000, 
$3,000 ond 44,000 until you conc up to the $20,000. If 
I wore to go up $1,000 xt « timc until I ecmc to the 
pl00,000 mn I would hevc to hrve © sheot ewey off to the 
rigat. Thorefore, I jumpcd up the incomes from 420,000 
to $25,000; it runs in %5,000 groups up to $100,000 and 
thon I jumped them up by groups of $10,000 et © tine up 
to $250,000, and thon 25,000 at * tine up to $400,000, 
and $50,000 st © timo up to ¥500,000 of fn income. Thet 
explsins why tho grreph is not * smooth running er=ph, There 
ere reclly no sudden uptroends in this developing incoms 


texg it is just beceuse thc income is compressed end there- 
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fore tho eurve shoots up highor. 

If you t-ko tho »~20,000 mrn you will obscrvo under 
tho Ontcrio lew he prys 4786.00, Undor tho Dominion hc 
peys $2,593. Now, if you go to the tcblco ths.t is shown 
2lso on the shect the »20,000 is cdded together rnd mcekes 
fr prynnt of 3,380. 

Now, Mr. Stowert, to «nswer your question, whet is 
the sdded burden? For the Dominion he psys 12.97 per cent 
on his income if he hrs tn income of »20,000,. For the 
provinces he piys subst: ntirclly 4 por cont -- 3.93 por cont. 
So thc combincd burden is 16.9 por cunt. In other words, 
ths «dded burdsn thero is 4 »er ccnt. 

Tron, if you go down tho se’lc to thc higher incomes 
the rddod burdon is not incre’ sing, the fddod bturden is 
decrossing; and <s you como up these figures to the top 
of thom, which cre the lover incomes, 43,000, 44,000, the 
eddea burdcn is inercersing. Thet is ocefsioncd by ono 
fector only, thet is, bcerusu they cllow the Dominion tex 
&s ¢ roduction from tho incomo of thc t-xpayor before 
Stseng 1%. If you look ¢gcin ct the curved line end go 
cwey off to the right of tho chert clove the $400,000 income 
up to tho $500,000 you rcturlly sce the curve trkos r. 
downwerd dip. Th:.t is becsruse under th: dominion lew e. 
000.00 income man prys ovor 50 per cent of its income in $500, 
tex, ho peys 55.78 por cent. And if you t-ko 55 per cent 
of his incomo off before rnothor jurisdiction taxcs it, you. 
ve thon the curve starts to go down. Of coursc, on the 
other hend if thoy did not cllow it, the burdcn would just 
be so hocvy thet I do not think it could bo borne without 
disester. 

MR. STEWART: Theo noxt ehort shows the comperison 
of the incomo tex rates in «ll tho provinces? 


MR. HLLIOTT: Yocs. 
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Whe STEWART? STR twill da irierkoed Exhibit 129. 
MR. ZLLIOTT: You «re putting in ecch ons sovper:toly, 
Ceo You? 
MR. STWSRT: Yos. I think, *s thoy «re not bound 
togethor, it vould be bottor. 
My BLELOTT? eThet Wildbo all right. 
EXHIBIT NO. 129: Chert showing 
eomor rison of 


incomes trx retsos 
in cll provinees. 


6 
MR. ELLIOTT: This is/chzert. Pho ordinences fre 


expicinod in tho snc vey oxeopt whon You cone to tho 
20,000. I thought porh-ps poople would be intcorcstod to 
know how tho curve rovlly did look if you still continue 
on -t »1,C00 interv' 1s, -lthough at $20,000. If you will 
just go ebove the line you will sec $21,000, $22,000, 

p20,000, 524,000, cnd I run it up by »1000 intervels up 
to ~50,000. Tho dottcd lincs -11 end <t 350,000 cnd thoy 
shoyw th°-t the curve would bo perfcoctly smooth. So these 
dotted lincs -re only to show thet the grrdurtion is «& 
smooth curve, thst thoro is no suddon breck or increzscd 
burden. Howover, to got the greph within the comprss of 
the prver I eg.in bring it within tho compressed incomes. 

TH CHLIRMEN: I sm not sure thrt I followsd that 
isst obsorv-tion. cre you sporking of the greph on the 
ecornor of the shcct? 

Th. ZLEIOIT: Oh, no. You mern cwey up in the Jott 
hend corner? 

THE CHLIRM!N: Yos. 

MR. ELLIOTT: No. I will oxplrein thet lrtor. Just 
let us locve thet for ths moment. 

Tid CH:IRMAN: Yos. 

MR. SLLIOTT: If you go down to tho incomo *t the 
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bottom you see it goes $1,000, 42,000, 43,000, $4,000, 
up to $20,000. 

THE CHAIRMAN: Yes. 

MR. ELLIOTT: If you go half sn inch above you will 
see $21,000, $22,000, $23,000, 424,000, and it goes on 
by ~1,000 intervels up to $50,000. JI am indicating that 
from 1,000 to $50,000 income is depicted by 31,000 
increase of income. So that, when you look above $21,000 
or teke $23,000, you see, as you lift your eye on the 
chart, it runs into dotted lines. 

THE CHLTRMAN: Yes. 

MR. ELLIOTT: I ask you to ignore the heavy lines. 
I mean the light lines. 

THE CtLLIRMiN:. Yes. 

WR. ELLIOTT: Now, these light lines, if you follow 
your eye along there, down to the lower left hend corner 
on the chart into tne heavy lines, they run smoothly 
right across. Meéning that it is e graph thet is showing 
$1,000 intervels of income and the percentage of income 
tex péid. I want to get away from the idea of this 
sudden jump, thet there is not = smooth running graph. 
There is. Now, the heevy linss ere to get within the 
compass of this peper en income of $500,000, beceuse if 
I did not do thet by teking $5,000 income at once and then 
$10,000 between eech line, end then $25,000 and 450,000, 
I would never get the whole $500,000 on the sheet. It 
would be so long you would heve to walk down to look at 
the other end. 

If you will look et the wevy lines you wili observe 
up to about $20,000 211 provinciel income texvus «re more 
or less the sfme with the exception of Prince Edwerd 
Islend. Prince Rdwerd Islend is the bottom heevy line. 


Now, Prince Edwerd Islend, ellows the Dominion tex &«s & 


Ded 


pays 
cane Lh oat maonst o oe | 


até 


ative 


Ke Lt an val 

i” Ate, ele 

ot a > ; : vEpos. } z 
ta dees ry 


wei fot wow 2° yeeutt ‘gh : te 


narroo BHgH cBoL anol? aa of woh se" 
haaacitihed nis Ld sneths pane bs 


qunoonk to: 1 aa oe ie 
sidt Yo sobt old = i @ A, nih 
«sheet 23 galetars ‘eens + tom wt oxeds tad out, ab bom ay | 
edd ate te tea, oF ene weake vse att ot eal wrod a 
%k oawadod 006, 808% pie omega Rey 10630, ein ne esgnoe ae 


ned? bia esto ta: oma it Og guts: xt gb tad ab you wee 


it a 
(660,002 bas 9004 a8 sivaet daa oats done ndentod bepnay 12 
oY . deere ond” $0. 000 ,QOBH atoite ouig +g baie bio 2 
$2 vool of mb YiLaw ov etd Bivow oe sank os ed Bivew a 


9 Re a | spo orto oat. 
eviendo t{im voy seary waa sat 73 pre thee 10% we x ik 2 
etfom O42 soead. emoDet Lorna bron Le 209,084 boetes —- ow of 
bierie, eating Re “nobipeste: ‘ott tt be Sal ast east 0 i 

embl svaorl medted oat Bh: beer het sean combat: vbits tat 


was Hi te a nk aN em oa 


/ iy 
» ei 
‘gt4 are : 
AgeR | 
* ey \ 
; int ois es 
7 Se Ait it 
4 al Ce ed 
= "paceman 6 5" a Re as 
( i ir a ot ae hee i 4 A 


deduction from the texpayor's Lneots before the 
Drovinei ce trex is cypyliod. So you see, thet curve, 
es I expleined in the Onterio chert, goos downw:rd clso. 
slberts s.ftor 420,000 becomes the herviost Of UC hOm CH1 « 
Seskrtchewn is next end British Columbic. end thon 
Menitobe, <nd lsast burdcnsome of ©.11 Prince Edwerd 
Islend. But, in ordor to show the combined cffect <s 
Counsel -sked mo + little while ego, put British 
Columbir snd the Dominion togother «nd you sce whet « 
burden it «ppcers as compared with the other grephs. The 
Dominion tex at 920,000 is 12,593. But edd the 
British Columbic tex, which docs not rllow the Dominion 
tex/on Ane end you follow up the $20,000 line 
On Ve chert Deofere you snd it is $4,956. It isnot 
or me to criticizco, but if I hed tho money I would sey 
Lye ee Gian ve, fo “thet 1s not en opinion, tne -is 
mors © steatemont of frct. So, sgein, Mr. Counsol, thet 
enswors your quostion cs to whet is the combined-burden. 

COMMISSIONER JNGUS: Docs this not, perh-ps, slightly 
ex 2eore.te the purdon in tac case of British Cc !imbia- 
with rospect to people whose income is derived from 
invecstrcnts in corporetions ante the province? Docs 
not British Columbi~ give en oxohption in the ecrse of 
dividends from provincicl corporations which might be 
very metorial? 

MR. ELLIOTT: I would not ecnswor with corteinty, but 
I do not think so. You would know thet better being 
from the province snd I hops, heving investment income, 
you would know bottor thrn I. 

COMMISSIONNR JNGUS: I think th-.t is tho cese, 
thet tho ee oe income is taxcd, but thet the 
dividends thet the corporstion prys crs not texed as 


pert of the income of tic individurl who reecives them, 
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But thoy “re put in for reckoning surtex or suportcx. 

WR. BLLIOPT: No, I em just steting tho rr.tes hore. 

Whrt you «ro roelly sugsesting is th. t the dividonds 
from *. corpor-tion, ro not v~lued or gredusted in the 
provineizl income t*x rates. But, cre they wholly cxemt? 
I doubt if thoy “re wholly oxempt. But if thoy Ero, 
focon- Only Scy thet this is on the besis of thoir rcetes. 

COMMISSIONER “NGUS: Tho dividend is wholly exompt 
in the e-su of = corporntion --- 

MR. ELUIOTT: Wholly within the province? 

COMMISSTONER . WGUS: Which is oc ying provineirl 
tex oi its dividacnds. 

Wiei@wtorrs Woll, I srid I would bo surprised if 
surmore Waolly cxcinpt, for onc rorson, th-t tho, corporetion 
jelsibjcet. to © Plrt roto. snd, if cvory wonlthy muem hes 
evorything investod in corporr tions, it moerns thet he 
2GuS Nic income {rom corpor’tions, if you-‘ero correct, 
free of texos, 

COWMMISSION'SR “NGUS: I think you cro quite right, 
af TNO rato Of incomu tex oxcocds tho corpor’tion reto, 
then it is toxed. 

WR. ELLIOTT: Well, I rm spocking cbout tho $20,000 
mon, °nd it. would. oxcood the coxporr tion reve of tex. 

COMMISSIONER .“NGUS: Tho point is thst tho only 
eXomption given is wh-t is s.etucelly buing peid by tho 
corpors tion, Tt Ace ES Dee. 2b) oe 21.0 per cont aien 
eny individurl is, so to spurk, ercditcd with thet pryment 
up to his income. 

MR. ELLIOTT: Woll, here is the surtex provision 
of the British Columbisc Act: "The oxcmptions “ro the 
srmo cs thoss sllowed for tho purposs of the normel 
tex oxcopt tht intercst end dividonds from ecervurin 


corporr.tions end mors p-rticulrrly referred to oclow, 
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while not subjsoct to norm 1 tex is subjoct to surtrx.' 
Thet is whet Is-id, I would be surpriscd if thr.t wore 
not soe In other words, «fter © normel tex cxemption is 
givon to @ recipicnt of dividends they sty, "Well, now 
from now on you ere going to prey « surtex.'t I would 
heve boon surprised if the dividond hed buon wholly 
cxompt. Thet would not heve becn good legislstion, -nd 
x pond 1% Js not so. 

Now, Mr. Chrirmin, you tsked cbout the uppor left 
Gomi GUrnor Of “Unis chrrt. It\is only A depiction ona 
lnrgor scala of wh7t is down <t the lower Icft hrend 
corner, beercuso the sexlo down ot the lover loft hand 
eornor 15,60.smell thet the ersphs ell srun into one 
PQROgucr, Eicvetors I have oponcd. it up «.littlc bit et 
the upper icft hend corner to show whet happens on the 
very low incomes, $1000, rnd $2,000, 2nd thé.t «mount et 
the lower ond oftiescrics of graphs thet como together is 
brought out in lergor form. 

THE CHLIRMSN: Thenk you. 

MR. ELLIOTT: Mr. Grey,on my right,is stili not 
letting go your qucstion, Professor “ngus, end he seid; 
Mi think it sHould bo pointed out 4..." I will not road 
UG, Lt Witlielt you whet 1t ts: Whet tho corporstion 
peys, if it were 10 por cont, thet is the meximim of the 
excmption thrt tho individucl e-n gct? 

COMMISSIONER 2NGUS: Yes. 

MR. ELLIOTT: In othor words, the money thet wes 
earned by the compeny. Hero is * compeny texcd et 10 
per cont end if tho individuel gots so much from it thet 
4% puts him in the highor brockvts, ho hes gcev to pry 
thet excess himself. 

COMMISSIONER ANGUS: Yos. 
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WR. STEY RT: Your noxt ech’ rt, Mr. Elliott, shows 
the combincd dominion -nd provineirsl British Columbi- 
t*x, °s comp’red with the Unitod Kingdom <nd the Unitod 
Strtis? 

MR weeLLovla wish irs Stowerts 

MA. STEV.-RT:. Ihot will bo Bxhipit 729. 

EXHIBIT NO. 1230: Ch rt showing 
combined Dominion 
end British Columbir. 
Tex ©-s comprrod with 
Unitsd Kingdom end 
United St:tos Income 
Trx. 

ZLLIOLT : This is, ¢s ths ch: rt itsclf strtos, 
while besca on the 1934 retos, I my sy, tht they cro 
the smo in Crnc-dsz., the, po jolie difforont in Bneiend 
thet you would not notices it on the chert end the United 
Strtcs is tne srmu. So this is © ch rt thet is rerlly 
up to dztc. You will obsorve th: t the Unitod St-tes is 
less scvere on incomes up to »150,000 --- or, first of 
rll, I should oxplein tho ordinenes ct the bottom, where 
it srys, “pproxim.te number 92,000." Th:t memns the 
epproxim.to number of trxprycrs thet pry ¢ tx becruso 
they hrve «=n incomo betwocn $1,000 end 2,000 --- 
92,000. 

THE CroIKNON: In Crnede? 

MR. SLLIOTT: Yos, this is 2 Cenrdirn stetomont. 

And the -poroxim to numbor thrt pry «=n income t*x between 
$2,000 snd »3,000 is 43,000, <n@ so on. As we go up 

to betwocn 45,000 -nd 50,000 thore #re 100 people prying 
it. Therefors, I group tho whole thing in one, From 
50,000 right up to 500,000, there sro 349 persons. Thet 
is » usoful picco of inform tion if you went to find out, 
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or how much you would losc. Tho next is the income 
and then the peresntsgo of the C-n-dicn rztes, thet is 
just our ict. snd thon tht Orn dien surtex or investment 
tex, thrt wes put on in 1955 -nd medo epplienble to 1934. 

You will observe thrt the United St-tcs grrvh up 
to 4150,000 is lcss burconsome on the trapryor then is 
nny Or Gio OthOr jurisdictions «nd for = short timc runs 
perelisl rit’ the dominion -nd thon cevin becomes less. 
The next most burdonsomo trx is ths Dominion of Cenede 
end thon the noxt burdonsome is the United Kingdom. Thrt 
is trking unit jurisdictions. But, when you combine the 
Dominion with th-t of British Columbic. you will observe 
thet up to $20,000 the combincd Dominion snd British 
Columbir. t-x is less burdcnsome on those individuels who 
herd on incomo up to +20,000 thrn is tho singlo Unitod 
Kingdom tex. In other words, thrt morns thet Englend «lonc, 
specking of « person hrving =n income up to 820,000, --- 
thet Engléend clono on hor one jurisdiction burdens her 
tex pnyors in the group describod more hoevily thn cither 
the Dominion or British Columbiz, or the two combined, 
notwithstanding the f~ct tht British Columbir docs not 
ellow the Dominion t-x ss © deduction from the inconic 
before it is texod. <“Aftor you pess the 920,000 you cen sce 
thet tho two erephs r-pidly divergo ond the hervicr incomes 
in British Columbian, bucruso they hevo the durl jurisdiction, 
take $100,000,the texp-yer hes to pry $55,744.00. That is 
@ poreentege stetement or dolléer stetement, whichever wey 
you like to teko it. Fifty-five per cent of the income 
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THE CHAIRMAN: Mr, Elliott, how far have the different 
states in the United States gone in the way of income 
tax? How many of the individual states have an income 
tax? 

MR, ELLIOTT: I would say 90 per cent of them, Mr. 
Chairman, but may be that is high. Most of them I think 
have them, 

THE CHAIRMAN: Have you anything showing what the 
United States’ tax plus the state tax would be? 

MR. ELLIOTT: I have not, Mr. Chairman, That is 
available in some cf these statiscical publishing 
companies in the States, I would direct your activities 
there and I think you would get the necessary information. 

THi CHATRMAN: I was wondering how the burden to 
the American tax payer of a specific income say $20,000 
of both federal and state taxes compared with the burden 
of a similar individual in Canede who paid both Dominion 
and provincial taxes? 

MR. ELLIOTT: In the Unitec {tates with their 48 
different states, I would call a person wealthy if he 
were in the ¢20,000 class: draving his income from 
various states would have to be subject to so many 
different state laws that I cannot answer as I would 
like. However, your question is what is your guess or 
general view, and my general view is that the individual 
in the United States vays slightly less than an individual 
in Canada, but that is subject to so many qualifications 
that I do not knor whether it vill be of any great use 
to the Commission, 

COMMISSIONER ANGUS: I suppose there are very few 
people affected by the Dominion and British Columbia 
taxes combined in the brackets in which it is heavier in 
the United Kingdom taxes? If everyone in Canada lived 


in British Columbia there would be 1,400 in the group 
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which I have in mind. 

MR. ELLIOTT: You would have a tremendously 
balanced budget with those rates. There are very few 
wealthy persons, but you have some, 

COMMISSIONER ANGUS: Take the whole of Canada, and 
counting the different provincial taxes there is not 
avery large number of people who are taxed more heavily 
than if they lived in the United Kingdom? 

MR. ELLIOTT: I think that is a correct observation 
because this chart shovs thet in British Columbia you, 
as a resident there,pay the tvo taxes, the Dominion and 
the provincial, but ccortainly the greater number of 
yeople living there pay less under the dual taxes than 
they would if they lived in England, I am sure Victoria 
would interested in knoving thatfant, and it is a fact, 
too, 

THE CHATRMAN: Would you venture an opinion as to 
hor; the combined effect of the Dominion and the Ontario 
taxes, at least as to the relative incidence of the 
Dominion and Ontario tax compared with the United King- 
dom tax on incomes of £20,000 cr over? 

MR. ELLIOTT: I will work it out ona 520, 000 basis, 
and you might refer to the first chart I gave you, show- 
ing the Ontario tax and the Dominion tax. 

THE CHATPMAN: Yes, Mr, Elliott, 

MR. ELLIOTT: You will observe 786 on the chart. 
That is a Canadian burden; then if vou vill look at the 
Onssério graph above $20, 000 you wiil see that the tax is 
$786. Then if you go up the same 20,000, you will find 
that the Dominion tax is $2,593. Those two amounts give 
you a total of $3,579, which is 16.9 por cent on $20,000- 
the Dominion and provincial burden. Your question was, 
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United Kingdom? 

MR, ELLIOTT: They vay $4,958 which is 25.03 per 
ecnt. To answer your question specifically the burden 
in Ontario on a $20,000 amount by the dual taxatien of 
Dominion and wrovinee is 16.9 per cent, while in the 
United Kingdom the rate is 25,03 per cont. 

THE CHATRMAN: That difference diminishes as you 
move up from {20,000 to §:500,000? 

Whe MEE Oris. Taabi is correct, Nr, Chairman, 1 will 
leave that statement with you as I fecl that it will 
answer many Questions which iiuy run .through your mind, 

THE CHAIRMAN: Thank you, Mr. Elliott, That will 
be Exhibit No. 131. 

#AZHIBIT NO. 1313 Statencnt showing 
comparison of Dominicn and provincial 
taxcs with those of the Unitcd Kingdom, 
Submitted by wr. SlLsott. 

THE CHAIRMAN: That is what I had in mind. 

WR. ELLIOTT: You spoke of Ontario, Mr. Chairmen, 
and I was coming to that chert. Ontario is not on there. 

THa@ GHATIVAN: This chart gives the Dominion and the 
British? 

MR. BLLIOTT: I may say that the British figures 
in Exhibit 151 aro slightly in excess of the figures on 
the chart for the reeson that there was an increase in 
the British tax of throe pence on the pound. I do not 
think there is any nocd of comment on tnat Exhibit ae it 
speaks for itsclf. 

MR. STEWART: You have a statement of the income tax 
payable undor Dominion and vrovinciel income tax laws 
made up prior to the adovtion of the Ontario Act? 

A. That is correct, I would like to put that in as an 
exhibit. 

MR, STEWART: That will be Exhibit No. 152. 


LZHIBIT NO. 132: Statcment of income tax 
prveble under provincial income lcvs. 
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A. TI think you have that statement before you? 

Q. Yes. A. Ths main colum gives the figures of the 
Dominion and the taxes of that province. Take the Li PSh, 
British Col mbia, the Dominion taxes calculated and then 
the provincial tax, and then ths two are combined, 

Perhaps one of the striking figures on the statement which 
Professor Angus will point out to me later will be found 
in Saskatchewan; when you coms to the more wealthy people 
in Saskatchewan, down at ths bottom, if he has an income 
of 500,000 he would pay 495,656.98 out of his $500,000, 
and he could kesp the balance himsslf. 

TH? CUAIRMAN: Ths balance would probably go on real 
estate taxes. 

MR. ST WAIT: @Q. What would happen should his income 
be a million dollars? A. If it were a million he would 
probably have to borrow thousands of dollars to pay his 
taxes aftor he got rid of his million. I am happy to say, 
Professor Angus, that thsre is no one who has an income as 
largs as that. 

COMMISSION. R ANGUS: Are not the big incomes smaller 
than they would have bsen had investors not attempted to 
escape income tax by investing for capital appreciation? 

Mn. ELLIOTT: I think capital appreciation has a 
tremcndous 6ffect on the investments of people. 

COM:ISSION R ANGUS: And therefore on the sconomic 
structure of Canada? 

MR. ELLIOTT: Unquestionably. 

COMMISSION *R ANGUS: Has any study been made of this 
feature? 

MR. ZLLIOTT: This subject is discusscd more in the 
Unitsd States than it is here, for the reason that one of 
the factors over there is what is called "hot money". In 
the United States there are high taxss, because well to do 
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"revenuc-beoring investments I have to pay out money in 
taxes", and he looks for something in which to put his 
money thich does not carry the same heavy tax burden, I 
might soy that people in Frenee and England cre placing 
their money in cquities in the United States, or in anything 
which does not give 2 regular yicld. He is anxious to get 
somcthing which is not subject to the heavy burden of 
taxation which goes vith certcin types of investment. This 
has to be weighed ceninst wheat I said yesterday about 
companies yanting tc issus morc bonds. The incidence 
pertaining to the man with $40,000 is different from that 
of the mon with $300,000, end he has to do decidedly 
difforcnt things, but hs is influcneed by the burden of 
taxes on his investment. 

THE CHAIFMAN: I supposc it is fundamental in any 
system of taxation that if c tax oxceeds a certain point 
there is u diminishing in other forms of investment, “s 
the taxes wili provent the realization of income? 

MR, BLLIOT?:. I think that is quitc true, but vhether 
we have reached thet noint or not, I yould not venture a 
public opinion beccuse it is c thing upon which there is 
so much division of thought and so many different opinions 
as to enetheriretare cspprocching it or ne@rer «it. 

MIE CHAIRMAN: The popular idca is that you can 


3» toxes to eny cmount and thereby gct a greater 


a 


a> 


inoress 
revenue, but thct is subject to that limitation end that 
gonoral principle? 

MRE ELLIOTT: Yes, very truce. \I vould not mind 
giving ean indication bcecuse I am, liks cveryonc olse 
concerned in such mottcrs. Speaking as an individual, I 
think that perhaps ve ore gutting to the point where te 
must think of the diminishing return. 

COMMISSION:'R ANGUS: When I ves speaking a fev 


moments ago I =cs morely thinking of the loss of rsevenue 
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in incoms taxcs. 

MR. ELLIOTT: Of coursc, if you losc thc basis of 
rovenue, you loss the basis of national oconony. 

COMMISGIONAR ANGUS: Yos, I was wondering whethor 
any study had beon made. I am not anticipating tho results 
of such a study. The appreciation to avoid incomc taxcs 
might possibly be bettsr for the country than the investucnt 
for immediato income. It might lead to far-sighted planning 
or it might load to rash spceulation. 

MR. ZLLIOTT: No such study has been made in my 
department; in our organization we all have our own 
individual readings of applications, otc. 

MR. STGWART: Q@. Have you made any studics as to the 
6ffect in dollars of lowering the excmptions? A. That is 
a study that is moro or loss activo at all timcs in our 
organization. All sorts of people ask us, what would be 
the cffoet if wo lowsred thse cxomptions that you madc? 
Instead of giving a $2,000 cxexption what would be the 
effect if you gave a $1,200 cxomption to a marricd purson, 
and a singls person having $1,000, $50 - is that your 
quostion? | 
Q. Yos. A. Well under tho present rates of taxcs for 
evory $100 reduction in the marricsd exemption and overy 
$50 in the single excmption, it would inercase the revenue 
by $880,000, so that if you were to multiply that by five, 
going down to tho $1500 exomption for married and $500 
for singls, you would incroase your rovenus by about 
$4,410,000. If you do that, I should point out that 
inasmuch as thore aro a grvat number of pcopls in the lowor 
exemptions who have this increascd burden, in the aggro- 
gato thoso up to $5000 of incomo would pay 65 por cent of 
that inerease, and thoss above would pay tho balanco. | 


That moans that individually tho lower-excmption man has 
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a lesser burden in dollars because there is a greater 
number of them; when you multiply it up it is a big 
factor. Individually again coming to the wealthier man, 
he pays a great incre: se in taxes, but because there is 
& small number of hin, the agercgate of his payments is, 
as I have indicated before, 35 per cent of the whole. If 
a man has 4100 060 of income he pays according to the Act 
38 per cent. That man if you denied him the $100 
exemption would pay {38 to the CLS whe the \;2000 man pays 
only 3 per cent, therefore he would only pay $30 as 
against the wealthy man paying $38, 

THE CHAIRMAN: That is an illustration of the $100 
reduction in the exemption of married man and $50 reduction 
in the case of single man? | 

MR. ELLIOTT: I am afraid, Mr. Chairman, that I was 
wrong in what 1 understood from you. Was it that the 
married man cces from $2000 to £1900? 

THE CHATRVMAN: Yes, 

MR. ELLIOTT: And the single man goes down from 41000 
to $950. 

TEE CHATRVAN: The second figure you give the married 
man goes down to $1500 and the single man to $500 or $750, 
is that it? Or do you continue the provortions the same? 

MR. ELLIOTT: I mean $750. You are quite right, 
because I was moving down »5 by this means. Thank you, 
Mr, Chairman, 

MR, STHVART: 2. How do you tiork this $880,000 for 
each $1000 deduction? A. The way it is done is this: We 
take the number of versons under “2000 and find that there 
are 89,724 persons vaying tax on the first thousand 
dollars of income. Now they pay at the rate of 4 per cent. 
As I mention there were 89,724 under $2000 in the single 
group, therefore it is a reduction of 4 per cent on “50 


that would come on him as an addcd exewption. The 4 per 
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cent is 42, You multiply that $2 by the number of 
persons who gct the saving of that $2-89,724 means the 
total tax return in that bracket to the tax payer, or 

the increased revenue is, to the Crown {179,448. 

Q. On this reduction of $2 there are 89,000 individuals? 
A. Yes. Then if you go to another bracket of income - the 
income between three and four thousand dollars - those 
whe have incomes inncxt bracket number 28,604, and if the 
exemption were lowered for married persons as I have 
indicated by $100 the additional tax per tax payer in 
that group would be $5. Here again, multiply that by the 
number in that group and that group would have to pay to 
the Crown $134,000. In like manner we go through each 
class of income, taking the number of people in it and 
multiply that by the savings ftom the inereased burden 
that they have to bear, That gives the total for each 
group, and gives $880,000 for the group to which I 
referred in detail. 

MR, STEWART: In that $880,000 is there included 
those who would become tax payers as a result of the 
reduction? A, No, there is no calculation for that? 

Q. It would increase the burden by $880,000 ver unit cf 
reduction of those paying income tax? A. That is correct, 
Q, Are you basing your figures on the year 1936? A,1936. 
If the Commission wishes I will give them these caleula- 
tions as an exhibit. d 

THE CHAIRMAN: I do not think wo need them, Mr. 
Elliott, thank you. 

MR, STEWART: Has any study becn made of the propore 
tion of national incomo that is reached by the income tax, 
that is actually assessed for income purposes? Ae That 
could be compared,if you would take the statistical 
records maintained by the Dominion government and our own 


statistics which you will find in Bxhibit No, 125. 
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Q. That is assessible income? am Yos. 

@. You have no comparative sct of figures? A, No. I am 
oniv dealing with income and wages which are taxable, of 
which vo vould get a percentage, 

Q,. Have you any figures, or comparative figures, as 
botivcen say Canada and the Unitcd States on the subject 
of the proportion of income that is actually assessed for 
taxation pmrposcs? A. No, I do not think that we have 
madc any study of them. 

i», Or as compared with any othcr country? A. Wo have not 
done it in that way. 

Ge Are you ablco to state the relative cost of collecting 
in the various »breckcts of income tax? A. No, we could 
not state that. I tekc it as a whole. I can give you 
some gencral idcas on it, because uncusstion_bly the ecst 
of collection in the lovor brackcts is much higher. There 
are two reasons for this. First of all you collect so 
much less from cach person, and you have to go over his 
whole affairs .rd somctimcs his records aro not fully 
accurate; then thcrce is considcrable correspondence and 
difficulty in the lower brackcts. In the higher bracket 
it is safo to say that a man's affairs as they refer to us 
are more cesily accessible than in the lower€reouDp,. 

Then the information returns that you gct ere so numerous 
in the lover brackets that vou move into the field of 
thosc who are not taxable at all, but so close to it, that 
you have to deal with them all. This involves a great 
deal of work from which no mono y is received. I am 
tetorring to the “2000 exemption in order to indicatc the 
cestran. the Lower group, 

Q. That is beccusc of the relatively larger number of 
eascs which have to be studicd? A, Exactly. 

Q, And the lowcr yicld per head in that bracket? A, Those 
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Q. You aro not suggesting that it inercases vor head, but 
pew calloror revenue collcetcd? A, I am talking of per 
dollar collceted,. 

Q. Have you hed your attention called to the Bricf of the 
Canadian Manufacturers Association? A, Yus, 

&» I am roferring nov to Exhibit Ho. 88. On page 8 of 
that Bricf the suggestion is madc that the allovance on 
dcprcciation for income tex vurposes should include 
obsolescence, vith a view te increasing the efficiency of 
plants. Is obsolescence not included in the allovance? 

&, No, it is not; it is regardcd as capital. I think that 
is the intcrprcetstion particularly in England, 

Celvom ‘sane te ‘true: in Englond, ts it? A. Yes. » Fore 
long time they crs very scvore on allowing devrsciction 
bocause it was 2 eapital ineremont loss. 

THY CHAIRMAN: Do you allow manufacturers some 
roserve to provide sgcninst obsolcsencs? 

MR. ELLIOTT: No, we do not, Mr, Chairman, Obscl- 
esence is something “hich happens because thet particular 
unit of machinery, or it :mey be « buildings, suddenly by 
reason of = rov discovery becomes of non -competitive 
value - they cannot turn cut whatever it is at such a 
cost thet it will compcte with the other improved machines. 
Obviously thet is eavitel loss. The thing he hes spent 
his money on is suddenly gonc, It is Q matter Oop Mae ereci, 
Sometimes people lose «nd sometimes not, 

THE CHAIRMAN: Eo:r can there be a profit when you 


speak of capital loss? 
MR, ELLIOTT: If I might give you a striking cxample- 

hov might thore be 2 vrofit when there is a capital loss? 

Supposing < comnany ccrricd on its business for a year 

and thc insurance on its puilding had lapscd through 

negliccnes or carclcessncess or from the fact that they 


vantcd to takc < chenec, and during the your that company 
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soldout at 2 handsome profit, snd they made during the 
yoar, lot us say $50,000, On the Zlst of Stee 
thet is their fiscal basis fire dostroyad thet isaac. 
Unquestion: bly they my pay income that ycar and un- 
qucstioncbly they h-d a capital loss, and our law is so 
based that that comp:ny would still heve c« tax to pay on 
its income. 

THs, CHAT ANG ) Ouite, 

MR. ELLIOTT: But if you ask me cconemically if they 
mado anything, if the building, sav 50,000, ras a total 
loss, they novor made a cent. 

THE CHAIF: AN: “hen I sveck of obsolescnee I om not 
expressing an opinion as to whether it should or should 
not be -llowed. It sccrs to me it stands ins more or 
luss difforuat eategory from the illustration you heave 
made. Obsolescence is something agcinst which o manufec- 
turer cennot protoct himsclf. It is = change due to 
improvements in the process of manufacture , and he must 
substitute new mechinory for old, if ho is to carry on his 
business on < sound besis. Onc vould think that that 
would be c fair subject for cllorvance unless the manufce-~ 
turer is going to double his cntire expitsl to provide 

new plant to take place of tho old. ; 

MR. ELLIOTT: There are tro thoughts, We arc only 
discussing it gencreally, and these are my own thoughts on 
it and heve nothing to do with the government. As you 
sey there fis a @iffcrence betvecn the ex inole I gave you 
and the loss of canital I geve you, and a loss there has 
becn in mv scx¢mple - fundcrentally it is a capital loss 
no mattcr how or what oce:sioned it, So I suggest to you, 
Mr, Choirman, that thet boing a capital loss and dealing 
with income tox, and cavitsal consideration not being vithe 
in that Act, thot ther. is no difference betveon them and 


the economic forturcs. Thun you come to the sccond point, 
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the one can be porhaps guardvd agcinst and the other 
cannot, therefore bececusc of means, not principles,-c 

arc going to decl with them inc different way. Thirdly, 
obsolosence is not quitc <«s clecn cut cs the mind can 

set it up. Anothcr m-n has = machine on which he puts 
some improvoments and he does oc little bit better vork 
than his competitor. The compctitor says "I rant en 
aliovance for obsolcscnec." We say “prove your obsolesencc", 
There are shades and derrees and differences which no 
government efficinl or the company itself can say with 
Cart intvy, Therefore you are introducing «a thought that 
thoush the principle or allowing no capital is a safe one, 
POleruenia ao. Wec ( Tolr pasts; We wilivalloy some 
SCbectoscnes and I om inclined to say let us: tbe fair 
clyays, bu’ if you found it on someting which does not 
levve it open tht 1aze.rd comucs in to the question. Then 
speaking of rcserve. Thc reserve is only 2 predetcrmina- 
tion of something yct to heppon. 

THs CHAIRMAN: You do ollov for deprecintion? 

MR. ELLIOTT: Yes. 

MR. STEWART: Ceri sa fat os 2b Consievus Of wear 
end toor? <A. Yes. 

That question that I touched upon about reserves, it 
was 2 subject of groct difficulty for mony yecrs in the 
incoms tax, Thoy tanted c reserve. If you vere on the 
bocrd you sty “let us have a reserve far that; it is our 
business to reserve cgcinst that change", and they would 
come to us with most »lousible crgumunts, You would have 
to soy thet is all right from the business view but it is 
not the lew. The Act provides that no deduction shall be 
alloved in respect ofeny cuti.y loss or replacement of 

apital or in payment on account of ecpitcl, oxcept 
deprecietion and depiction, No cllovanec is made ror 


obsolcscnec oxcept "es othervise provided", 
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Mee BEMWART: ©. In Concdian Monufceturors? 
4ssociation Bricf the suggestion is made that there is 
an absenee of finality in the provisions of thc Inconc 
War Tax Act ct the proscnt timc, cnd the sugecstion is 
made that there might be 2 spcedicr cudit for the 
dcotermining of tax linbility., Have you any comment to 
make On thet suggostion? 1, Arc you loaving it open to 
Do, Chast roclly ~ question; as Il do not vish to meke 
eommonts vucn J havo. not thu other sidc hore. I do not 
“ish to arguc against them in thcir cbsencc. 
eod tne. “dainistrcetivoe point .of view vould it. be 
possible SO, NAvVO)c specdior audit cf -eorporation books? 
Aeilnew, Of coursc, ds © qucstion of dogres ond oxpense. 
I told you in my opcning remerks that wc hed 414 assessors, 
Some portion of these go into the businoss «orld and at the 
picce of busincss investigate tho affairs of tax PLyCrs. 
Hov mony cuditors arc required to, lict.us say, cnnually 
pass on the affairs of cll businesses throughout Canada? 
I vould suggcst just as many auditors as do it todcy in 
the business ~orld, Th:t would mean 211 the cuditors in 
Canada under goverment poy; it ~rould be the same thing for 
ms os f6r tho businoss itsclf. . From this you will see 
Peer thio an ennuel sudit 1s ¢ desirable thing 1: is. not 
& preetical thing. Further cll thcse businosscs cre undor 
survey by skilled persons cand the results should be 
substinticlly correct, save in the cuvsticn of fraud, and 
thet is not undcr considerction. Thore cre considerations 
internally in rogord to cuditing, but our cuditors should 
exeminc three years ot onecs3 tro yoaors if i. 2ssible but I 
do not think it vorks out thot -cy. If anyonuc vishes to 
sugecst that we specd it up I would have no objection but 
I vould point out that it is going to cost © great decal 
Mere. I might scy thet in England they uo uoe -crry on 


On 2nnucl audit such cs the ;- ufacturers's Association 
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sugecst, 

Q. I do not think the Manufecturors' Associction suggested 
that in Britain there was en annucl audit; thoir suggcs= 
tion. was morc in the line of cooperntion. A, They have no 
doubt given the matter considerotion 2nd are trying to 
get at the facts. I vould not likc to cecept the state. 
mont that they medc no attempt to audit tho books of the 
COS EAyors:, 

Q@. Do you make « dctcilcd audit. of the books of the tax 
payer? A, YW do not carry out o detcilcd auait cither, 
We'do not go over 211 the vouchcrs, nor do we sey to a 
tox eayor “Wo cre: going to examine 21) the vouchers end 
moke up © nev sot of books to sce hov they compare wp ade 
yours’. “emdo not) go into. details like ‘thot, ibut we 
exemine the major items of all businesses. It is impossible 
to go into cvcery detail. 

Qe now cise isiigedst thet ofterm ia period cof ‘two years or 
three yoars oftcr the roturn hes been made tho asscssient 
vould not be subject to re<opcning cxccpt in cascs of 
hrm. ee, ead, “Nice back to whet “you road ai imementirgo, 
ean you sco the vord cooperation? | 

Q. I% vas an unfortunate vord. A. I make the statoment to 
the manufecturcrs that their cooperation is given, 

I think ours trrould bc so designated by then. 

Q.- In respect of cooperation I should say "after confe= 
ae wth the auditors", The suggestion is also made 
that. two yoors eftcr the roturms have been filed or the 
asscssment madc there should be finclity and tho assess 
ment should net be liable to re-opening oxcopt rin cases 

of fraud. A. I think in reading through their Brief they 
mention one exemple; I vould sey that was striving for on 
exemple to endecvour to vrove © principle or course of 
ection on o verellel which reclly does not exist, True, 


there ore certcin cccounts so badly made that when we come 
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to survey then we find the true income hcs not been 
shorn. Is it wrong to say thit any person tho does not 
p-y his just shore should heve his case re-opened :or 
should benefit thereby? Does anyone suggest that 
princiovle? ‘Yime in itself is not a principle - a thing 
is right or it is not right ond the wrong is not erased 
by time. Some people contend that time does ercse such 
things. 1t is not fair to scy that becouse a person 
makes un error this yexr and that the passing of say two 
years cutoniczlly corrects thet error, If that were the 
cease the burden in the natter of licbilities would be 
shifted from those who made the mistakes cnd placed upon 
those who were not responsible for them. 
Q. It is true, as a general principle between individual 
and individusitnars is < time limit when your mistakes 
oon be.called ageinst you,,.. 1 cm referring to. the. various 
statutes of limitation, A, That.is not mistckes, that is 
lar, the action on the part of a man who knows his own 
rights, For ex:mple you hold a promisary note, and if 
in respect 
you do not take uction ef that note which. you 
hold in your possession, the stcotute burs. Let us reverse 
the situation. A men ores you money; there is nothing in 
writing - the statute does not start to run unvil you 
hive it in writing. If the debt is acknowledged, you get 
enother six vsars. You will see there is no similcrity 
at all. 
Q. In the Statute of Limitations there is the point about 
tinform>tion.” A, I might sey if I had a note with you for 
$100, which I have not, if I did not take cction on that 
note within six years then I am statute-barred from taxing 
action. I have all the informaticn. The Manufsecturers' 
Associztion contend the Crown hos no information respeet-~ 
ing the amount that a manufacturer owes the Crown, end 


that foct relieves 7 mon of his burden after two yocrs. 
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I do not think the governuent would accept that Principle. 


Thet is my opinion and not that of the Crown, 


ve» L am putting this to you, not arguing the point, but 
they are arguments put before the Commission, Thore was 
one of them raised by the life insurance companies that 
there was a hardshix in the matter of Snnuitics inasmuch 
as your department taxes the amcunt of the annuity with- 
out making any distinction between tne principal and 
inverest conteined in the pavment. <A, That is a contro- 
versy, ‘ir, Stewart, which has been in existence for a 
great number of years, particularly in Hngland. In the 
early history of tueir administration the matter was 
brought before the courts as to whether the person who 
had capital and bourht an senaee and therefore lived 
on his rma y was subject tc tax. The argument was 
that vart wes canital and vart income. From the business 
point of view that is not law; that sounds very reasonable 
to anybocy, but this man '“4 selected to pay away his 
capital and secure to himself for such a period as he 
contracted, an annual income, and his ability to pay that 
annual incore was the same as that of anybody else who 
had an annual income, and he selected to handle his 
affairs so as to get beck his capital and pay on that 
portion as income, thet is his Calm je Lf Lien, ere= 
phrase the Il:nguage of the Court it is this "if « men 
cheoses to pay away his capital and purchase an income he 
is purchasing that which is taxable under the law". 
Income is taxable and therefore the jurisprucence on the 


question is“tha& annuities are taxable. 


(Page 3640 follows") 
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ae Yes, but in 1918, there was a Royal Commission 
set up to investigate the Income Tax law. Before that 
Commission was brought thc guestion by these 
people concerned with it, asking would they emend 
their law in precisely the same wayas is now asked. iow, 
I am giving the facts; I want to make that clear, I 
am not arguing against this amendment; I am just giving 
the historical facts. I have given you the law on it 
4S was decidea in the case, so I will now read from the 
Report of the Royal Commission on Income ‘ax of 1919. 
I will read from page 71 of the Appendix number 7 J. 
It is headed "Historical note ont erminable Annuities.” 
This is not a life annuity, it is a terminable annuity. 
I quote: 
"From the early days of income tax in 
England there heve been those who questioned 
the justice of imposing the tax uvon the wiole 
of the income derived from the life or terminable 
annuities, The income from these annuities has 
always been treated by the Income Tax Acts as 
income chargeable on the full amount of the 
annuities, without regard to any question of 
capital involved." 
I will also read paragraph number seven; 

"itr, Lowe, in his unadopted drafted report 
epitomized the views of the opponents of the 
change. le said: ‘The annuitant has no right 
to expect that che State should be more careful 
of his capital then he is himself, or that the 
State should be v»ry nice in re-discrimi: sing 
that capital and income which he has been at 
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Inferentially, that might be an argument, but I hope 
it won't be regarced as such. It is merely a state- 
ment of fact. 

BY ..R. STHVWART: Do you know what the American 
practice has been, Bh, Yes, the American practice is 
tuat they separate the income from the capital, and tax 
oniy what they believe is a reasonable yield on that 
capital. 

Qe i just want to mention that they uisu object to 
retroactive taxation legislation, but I suzpose tint 

is & matter upon which you do not care to express an 
Oointone sA< I think I would exmress an opinion on 
that because there is no person with whom I have spoken, 
in or out of the goverment, who does not want to get 
away from the retroactiveness of locislation. I have 
discussed this matter every ycus during wnuich a change 
in the tax has been contemplated. This is what happens, 
and Gis eppiies toa ereat many or the ministers; “ase. 
our burdens increases we tiave to set more revenue, ‘ihe 
liiluister of Finance looks about him to see from wnat he 
could get that revenue. Last year's incone is coing 
to be taxed this year. ‘Will we apply the rate to that 
income or will we apply the rate to the next income’ 

Our nsed is great, ana while we fix the rate now, there 
ts always the question whether to bring it into lorce 
at once or wait until next year. I want to say in 

that connection that a good many of the Ministers @ 
Finance have had to do what vas not in their nearts to 
do. If you are dealing with a particular case, what 

I sai@ about going back two years %o correct a mistake 
is applicable here. 


THE CHAIRMAN: There aro just one or two questions 
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which I snould like to ask you. You have given 

us a comparison with the United States, have you mede 
any comparison between tie Dominion income tax and the 
federal income tax in australia? Can you te_l us, 
broadly, how they comvare? 

MR. ELLIOTT: I am sorry, I do not know. 

ThE Cris RMAN: You have not studied New Zealand? 

LR. ELLIOTT: When you say, I have not stuciod -- 

It is just that I am not interested. I can inform you 
about the law in 4ustralia. In the matter of juris- 
aiction there is a great deal of interesting iniormation, 
that is, on the rigut of the provinces to impose a tax. 
it is extremely well done and they are most controver:- 
jal. ‘when you say,"Do I know tie lews," I know there 

le jurisprudence, but I do not know the rates. 

Tub CrialTRuaAy: dust one otner eee iv, HlLiote, 
and I do not want you to answer it fromthe standpoint 
OL oo I am asking 1t fromthe stan*»oing of your 
experience as an administrator. It has been sugcested 
to us in certain Briefs that the Dominion might increase 
its income as tnere are one or tvo suggestca services 
which should be uncortaken. One of 
these would be lLowerinz the exemption, to which you 
have already referred, in the lowcr brackets and in- 
creasing the rate in the higher brackets. You inferred 
that it was possible we might be reaching the yoint 
where higher taxation imposed on these high brackets 
might not yield such returns. Is tuere anything further 
you would like to add on that point? 

WR. RLLIOT?: I would prefer leaving th t to the 
Commission, that is a bis problem. I think, Mr. Caatrman, 
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question, but it is so difficult I could not touch it 
and I think you will have a little trouble with it 
yourselves, - 

THE CraTRWAN: I am not asking it from the stand- 
point of policy, whether it would be wise or not, but 
whethrr in your experience in administering the income 
tax you hawe arrived at any conclusion on the point, 
or would you prefer leaving it as it is? 

MR. ELLIOTT: I want to be as helpful as I can, 
but certainly I must not touch on points of policy. Those 
are outside my field. However, where my experience can 
be of use to you, I want to go as far as I ean--I think 
I appreciate your suggestion. I only indicate the 
further thought that some of the provinces now adminis-- 
tering, have lower exemptions than we have. When you 
sg lower exemptions the mind naturally turns to lowering 
it for the zreat mass of the peeple. Then, you added an 

"increased rate for the higher brackets." Let me point 
out one thing, when you lower exemptions you do it for 
the rich man as well as the poor. You are in fact, put- 
ting a bigger burden on him than you are on the little 
fellows. If you lowered it on the little fellows and 
raised it on the richer man, you would be doing two 
things to the richer man , and only one thing to the 
poorer man. Every time you touch an exemption, you 
have hit the rich man to the extent of twenty or thirty 
per cent, but the little fellow only to the extent of 
two or three per cent. This means a big increase in 
money payments, whether you do it by exemptions or not. 

MIR CHAIRMAN: Thank you, very much, Mr. Elliott, 


for your most interesting and helpful scatement, We 
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appreciate the labour which you and your essociates 
have put upon this presentation. | 

MR. ELLIOTT: I think there might be one more 
exhibit, that is the table of the income for all fis:al 
years. 


MR. ST. LAURENT: chat will, be Mahibitries; 


Ber Bes Me, Leas Table of Inconse 
Tax ror all Fiscal 
Years. 


MR. ELLIOvT?: Is that all you wish, gentlemen? 

Ths CoaALRMin: Yes, thank you, Mr. Elliott. 

MR. ELLIOTT: I vould like to indicate trat we 
staud ready at all times to give you any more information 
which you may require. I wouida be very glad to come 
back at any time. I appreciate very much ths courtesy 
which has been extended to me both by the Commission 
and Counsel, I1 have sutm’tted to the Commission some 
eighty-four different cxhibits which I hope will prove 
at soms aid to you. 

THY CHAIRMAN: ‘.e will continue for e brief period 
our investisations on this subject of taxation. Mr. Sim 
is here, and he will present his views upon the sub- 
ject. 

MR. DAVID SIM , Commissioner of Excise, was called. 

BY MR. SIMVART: 

Qe Mr. Sim would you indicate what taxes are collected 
by the Excise Division of the Department of National 
Revenuc--before that, it may bo well to understand that 


you are the Commissioner of Excise? 4A. y am. 


+ is ons of the branches of the Department of 


tH 


Qe 


Vatioual Revenue, is it not? a. That is quite correct, 


ané I was appointed in January of 1954. 
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Qs Mr. Sim, would you indicate what taxes are collected 
by your division? <A. I should be glad to table com- 
plete statistical information with rogard to tts varias 
taxcs and duties. which are collected by our division. 
I regret that I havo not 4 sufficient number of copies 
to supply one to cach person. I Kave enough for the 
Counsel and perhaps one for The Chairman. 

MR. STEVark?: Perhaps this should bé marked as 
&n exhibit, now. 

MR. CHAIRMAN: We will do that, nov. 


Wool NG, b34-< Yields from various 
taxes. 


MR. SIM: I shall give the excise taxes and per- 
haps the yield for the last fiscal year to indicate 
tne re.ative amounts of the taxes: 

Consumption or Gales Tax $116,138,000.00 
{for year ending 
Waren 2. L027)" 

Special Excise Taxes 15,415 ,000.00 


Tax on Sugar, Glucose, 
and Grape Sugar 10,583, 00U.00 


Stamp Taxes, whic:: in the 
main would be taxes on 
bilis of exehange and 


stock transfers, 5,0943,000.00 

Tax on Matches 1,522,000.00 
Tax on Cigarette papers 

and tubes 1,220,000.00 
Toilet Preparations Vax $75,000.00 
Telephone Tax 687,000.00 
Tax on Rubber Yires and 

Vubes $19,000.00 
Tax on automobiles 544,000.00 


Tax on Cable, Telegraph ek uae 
and radio messages 460,960.00 


Tax on Serths end Parlvur 
Cars 


Tax on Soap 203,594, 00 


33,654.00 
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Tax on Embossed Checques $252,000.00 
Tax on Playing Cards 229,000.00 
Tax on Wines 207,190.00 
Tax on Mechanical Lighters 144,286.00 
Tax on Cigars 124,235.00 


Total of the Hxcise Taxes 

Collected during the fiscal . 

year 1936-27 $155 ,759,000.00 
In addition to these taxes, are the excise duties pro- 
vided by the Excise Act. From these we received tie 
following amounts for the fiscal year ending March 31, 
1936-37. 

Spirits $7 ,591,000.00 


From Non-Potable Spirits 
(used in perfume factories) Veoh s.O0 


Validation Fee--This is imposed 
upor the exporters of liquor to 
foreign countries. 1, 955.,000.00 
The Duty on Malt--which is the 


metncd by which we obtain our 


revenue from beer. 8,050,260.00 
From Malt and other 

Substances 390,00G.00 
Malt Syrup , 160,175.00 
Cigars 372,000.00 
Cigarettes 25 ,545,926.00 
Cut Tobacco 5,124 ,000.00 
Plug Tobacco 738, 608,00 
Snuff . V6) 167). G0 


THE CHAIRMAN: snuffis not used quite so largely 


as cigarettes. 


MR. SIM: No, but there seems to. be a fairly con- 
sistent demand for snuff. The revenue las not varied 


for years... You will note that for the three years 
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listed the revenue does not vary a greatdeal. I do 
not think it is being put to ‘quite the same use at tte 
present time as it was formerly. I think it is now 
used a great deal for chewing. 

Foreign Raw Leaf Tobaceo-- 

This duty has since been trans- 

ferred to the customs (1936-37) $175,320.00 

From Licenses 48,891.00 


Grand Total of Excise Duty 
collections 1936-37 . $46 ,729,955.00 


MR. STEWART: The last pages of this folder in- 
dicates the changes in the rates of the Sales Tax from 
1320 to date? A. That is correct. I thought tmt 
statement might be of particular interest to the Com- 
mission because it shows the variations of the Sales 
Tax since its inception. It also shows the variations 
in the rate of the Special Excise Tax from 1931 to date, 
Qe Mr. Sim, are any of the taxes coll cted by your 
division dujvlicates of the provincial taxes? A. Yes, 
the stock tr.nsfer tax is duplicated in the provinces 
of Ontario and Quebec. 

Qs Any other duplications? 4A, There are no other 
real duplications of our taxes. 

Qe Would you be willing to express an opinion as to 
whether your division :ould undertake the collection 
of stamp taxes to which you refer? A. That is the 
stock transfer tax? 

Oe Yess As It is a matter of opinion whether any 
continuing good would accrue from such an arrangement. 
I understand it was represented to the Commission tha% 
it would be beneficial. It would appear “no% a single 


administration for the stock transfer tax would obviate 
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the necessity of double returns. it would only be 
necessary tO send in one auditor instead of both a 
federcl aid provincial auditor. 

ep there would only be the one auditor? A. Yes, 
and it would remove the possibility of conflicting rulings 
On some points of law. During the time which this 
has been discussed with the provinces there have.been 
some objections raised, the principal one of which was 
that it would necessitate the discharge or absorption 
into other services of a large number of provincial 
employees, Another, ané slightly smaller difficulty, 
woud be the necessity for bringing the Acts into 
absolute uniformity before tnere could be any hope for 
a single administration, 

Q. Uniformity,certeinly with regard to the incidence 
of the taxes . aA. That would certainly be essential. 
Qe I imagine the actual rate could be worked out. 

pi There is not really any material difference in the 
acts of the provinces and our own. I think the Ontario 
Act was moleled largely on the federal statute and I 
think that is also true, to 4 lesser degreo, in the case 
of Quebeo. The rates are almost the sane. 

Oi. I assume, Mr. Sim, that you have seen the state- 
ment made to this Commission by the Canadian Manu- 
facturers' Association, and in particular their state- 
ments with regard to the Sales and Excise Taxes? 

A. I had an opportunity of reading them, Mr. Stewart. 
Qe 4 number of statements are mude in that Brief tht 


have particular reference to the Sales Tax, and I should 


like to get your views regarding them. The argument was 


raisod by the Manufacturer's association in support of 
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their statements that the Sales Tax should be decreacsd , 
or in time, abolished. There are three points to which 
I wish to direct your attention: The suggestion that 
the Sales tax increased the cost of governmental ad- 
ministration. In support of that the following state- 
ment was mace on page 3S of the Brief, because of the 
administr« tion of this law it has been necessary to 
establish a department of the government witha large 
staff of employees, including officers, attached to the 
different Customs Houses. It also states that it is 
necessary to have a large staff of government auditors, 
wio are engaged in auditing the business of licen 
cees from time to time, A. That statement is not 
entirely accurate, certainly no devartment was formed. 
What happened was that the government took the old 
inland Reverue division and merged it with the Customs, 
as I recall it, in the year 1921, ‘The tax in its pre- 
sent form came into being in 1925, so that all that hap- 
pened was that the government simply asked the existing 
department of excise to take it over. There hus Deen 
some increases in tse staff, You can appreciate that 
tuere was created the necesisity for more auditors, 
Phere has been some additionsto the head office staff 
to deal with the questions which come to them. dHovwever, 
no special denartment of government has been formed in 
that regard. 
Qe The second point is that the Sales tax increases 
manufacturing, costs. This is dealt with at the bottom 
of page 1 and the top of vage 2 in the Canadiam Manu~ 
facturers' Association Brief. They state that, “Pur- 
chases for the construction, equipment and operation of 
his factory, on advertising, on office Supplies, anda 


on machinery, pattersn, dies, tools, c%c.," are subject 
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to a Sales tax which the manufacturer has to include as 
part of his manufacturing costs. Is that statement 
accurate? A. It is correct in so far as it relates 
to advertising, office supplies and machinery. You 
will notice it also refers to materials which would be 
consumed in the manufacturing processes. Of course, 
all raw material or semi-manufactured goods can be pur- 
chased free of tax under the licensing system. ‘vhere 
was an exemption in the «et of 1925, but in 1933 when 
the need for revenue was felt, the government cut out 
the exemption. tiovever, since 1936 there has been an 
anendment to tue «Act exempting those materials which 
will be found ii: Schedule III of the Special “ar Revenue 
Act. There is a complete list of exemptions contained 
in that Schedule. Part of it reads as follows: 
"Materials, not to include plant equipment, 
consumes in the »rocess of manufacture or pro- 
duction which enter directly into the cost of 
mnufacture....* 
So that statenent is not correct in that raspect. 
Q.~ what page is that on? A. It is on page 38 of the 
Specisl “ar Revenue act. I quote: 
WMaterials(not to include abrasives, lubricating 
oils, fuel oils or non-permanent plant equip— 
nent) consumed, or ctherwise than by waste or 
wear, in the process of manuracture or production- 
of taxable goods." 
Q. It is claimed that one of the effects of the manu- 
facturers having %o pay sales taxes on these items re- 
the heading of Manufacturing Costs~- 
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"as a discriminction egeinst domsstic products as 
coxpared with imported products." aA, Yes, the state- 
ment tiere is that the purchase price, “of raw and semi- 
manufactured materials wiil not include any item of 
tax--". This presupposes that there are no taxes in 

the country from wiich these gvuods would coue. 

RQ. I suppose the point is tuat insofar as the Canadian 
organization is concerned, he doss not? A. i think 

it shculd be read in the light of tic explanation I 

have just given, that ray matcrial or somi-manufactured 
goods are exempt. Mr. lorman, asks mu to make it clear 
to you that I was speaking cof Canada. 

Qe It is suzgcsted that tnxs sales tax in Canada is 

a burden imposed unon tne mmufacturer which the im- 
porter docs not have to pay. It is sugecsted tle t the 
manufacturer is collccting tne taz for the governnent, 
whereas the importer is looked aftcr or his returns are 
looked after by the govcrnment Uustoms or Bxecise Organi- 
ZU LOn es I think the only thing which can be said 

in tuist regard is that evcry timc a person imports goods 
he has to péss tne customs anc is, pérlaps, put to more 
Gizficulty than the manufacturer. The manufacturer 
makes up nis statemcns of sales at the end of the month, 
but on every occasion that the importer gets a ship- 
ment or goods he has +0 pass through the Customs and 
compute the duty and taxes. I do nut think there is 


much in that point. 


Q- You Go not think it involves any particulier burden 
which the wanufeeturer hes to carry? «a. Ae 
think soe I would likc to have the other people here 
to debatc the point, but it would appear from what I 


understand tic situation is, that there is: no special 
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hardsnip imposcd upon cither the importcr or tho manu- 
focturcr? 

Qe Arc you cblc to give the Commission c Se eecdtiont as 
to the costs of collccting theo various texcs that come 
unadcr your jurisdiction? A, Obviously, in as much cg 
cll the taxes arc oollccted by the scmo stcff, you can- 
mot apply tre mst of tht st-ff to cny once tex. Thore 
is a furthcr complication since the staff in thc Excise 
Department is tho samc as the staff in the Customs De~ 
partment. The collection of customs aud excise revenue 
must be considered in the lignt of customs and excise 
expenses. J thins our collection exvenses for last 
year were 2.71 per cent of the combined services. I 
think it is only fair to say that the cost of collectig 
the excise tax would be considerably less. Tnis fig- 
ure would be an outside figure and the fizure for the 
excise tax would be consideratiy lower. 

Tob CiilALRWAN: Mr. Stewart, tefore you pass irom 
that, will you ask Mr. Sim if he has~ an estimate of 
the aost of collecting the sales tax? 

BY MRs Gie.ART: 

Q. Have you any estimate of the cost of collecting 

tue sales tax, Mr. Sim? 4. ‘o, the same difficulty 
occurs there, Mr. Chairman, as I have already pointed 
out. The same staff which is collecting the customs 

duties at the different ports is also collecting the 

sales tax, 

THE CHALHMAN: You co have a good many inspectors 

though, do you not, in connection with the sales tax who 
inspect and examine the books? 

MR. SIM: Oh ves, we have in the neighbourhood 
of two hundred auditors, and we have 4 staff at head- 


cuarters. It would be unfair, however, to simply take 
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the salaries of these men and apply them in relation 

to the sales tax costs. They are more or less checking 
up because, except in rather isolated cases, they do not 
really collect the taxes. 

Til CHAIRMAN: But of course they are a part of 
the charge upon the governnsnt in the collection of these 
taxss? 

lun. Sia: Oh yas, but they are inspectors sngaged 
in the work of chscking on these people. 

TH. CnATRMAN: You said the cost of collections 
would bs less than what? 

wt. Sli: Less than 2.71 per cent. 

SY MR. OSTSWART: 

Q. Wovld you say that the sales tax would probably be 
uore than that figure? A. No, it would probably be 
much less because of the tremendous amount of revenue 
involved for what, after all, is very little work. 

ar Ten it is the custcms branch which bears the 
ceaviest portion of thc expense? A. I should hesi- 
tate to confirm that but it is obvious from the total 
revenues whic: is about eighty million dollars, and 

ours which is something in the neighbourhood of two 
hundred million. It is for this reason that I had said 
the staff in uss costs only about 2.71 per cent. 

Qs ae sw.gestion was made, kr. Sim, in the same 
Brief to which I have referred that where a purchaser 
of goods from a manufacturer becomes bankrupt or Lor 
any reason is not abl« to pay the manufacturer, that 
the manufacturer should be entitled to a rebate ot the 


Sales tax on thoss goods for which he has not been 
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They contend thet there should bo sonc systom of rofund 
im such, chsos. A One of the prime objections tothat 
ig that such a privilege may be abused. You have to 
come back tc the circumstances under whicn the tax is 
leviod. It is a tax levied on the manufacturer, it is 
not levied on his customers. It is levied on him, and 
it is part of his manufacturing costs. + would be 

a rather risky business. Jf you have a system of re- 
funds for bad deots, you would be paving the way for 
fraudulent transactions. However, it is rather a nuatter 
Gf Policy « 

Q is there any provision for refunds or drawbacks 

on the sales tax? A. Yes, there is in the case of 
gvods expcrted, because it is «xiomatic that the export 
of goods sicuid be free. Wor tiis reason there is a 
drawback on the export of: zoods. 

de To the Lull euount? a, lWinety-nine per cent. 

ie ihe statement is made in this Brier. I want to 
give you the sxact words, ‘As the financial situation 
improves, the rate cf scales tax should be reduced 
gradually and, when the reverue requirements of the 
Dominion permit, this type of taxation scouida be- 

dis‘ continued." = should like to have your opinion on 


that, having regard to your viev as to tne nature 


of the tax and your experience in its administravio 
es Any change in the rate of the sales tax o viously 
involves a question cf governmental policy and I would 
rot care to comment upon thas portion of the question. 
I consider the sales tax to be a fair, equitable vax 
which is based uvon the ability to pay. No one is 
subject to it, unless he makes a purchase 
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THE CHALRMsAN: ‘ioulcd it suit your convenience, 
hi, am, CO Continuc on Moncey at 10.50 a.m.? We 
ssire to recoss a few minutes before ons o'clock to- 
day in visw or the opening of Parliament. There are 
one or two questions which we would like to have you 
cloar up. There will be no public session of the Con- 
mission tomorrow, as. we will be in oxecutive scssion, 


but we will resumc here, on Monday at 10.c0. 


(wie Commission adjourncd at 12 
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Salon A, 

Chatoau Lauricr 
Ottawa, Ontario, 
January 28, 1938. 


MORNING SESSION 


The Commission mct at 11 A.M. 

THE CHAIRMAN: May I say to Dr. Bruoning on behalf 
of the Commission how greatly wo appreciate his coming 
hers and giving the bonefit of his cxpericnce and his 
views in the oporation of the fedcral authority and 
constitutional system and its statutcs. Porhaps Dr. 
Bruening would be good enough, as a proliminary and for 
the purpose of the record to tell us for how many years 
he was a member of the Reichstag? 

DR. HEINRICH BRUENING, of Gurmany, was called. 

DR. BREUNING: <Sinco 1924, your Honour. 

THE CHAIRMAN: You boecamc Chancellor in 1950? 

DR. BREUNING: In March, 1930. 

THE CHAIRMAN: And continued until May 3lst, 1932, 
and then during that poriod, 1924-30 you wero leader of 
the Centre party? 

DR. BRUENING: Then I became Chancellor, Of course 
that leadership did not continue. 

THE CHAIRMAN: Prior to that timc when in the Reichsts% 
you were leader of the Centre party? 

DR. BRUENING: Yes. 

THE CHAIRMAN: Mr.Stewart, our counsel, will ask you 
questions on points upon which we would like you to give 
us the benefit of your views. 

MR.STEWART: Would you summarize, Dr.Bruening, the 
provisions of the constitution of Weimar, I believe? 

DR. BRUENING: Yes. 

MR.STEWART: Emphasizing the points that are commcn 


to federal systems of government. I think it would 
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be better perhaps, to frame my question in a general way, 
rather than ask you spccifie questions. 

THE CHAIRMAN: Yes. The distribution of powers 
between the Central and the State powers? 

DR. BRUENING: I shall try to do it briefy. The 
Bismarkian Constitution was the growth of tradition and 
history and was absolutely different from the Weimar 
constitution in its main points. The constitution which 
Bismark made was from the abstraet point of view not a very 
clear constitution, but it was marvelously adapted to the 
necds and traditions of the eountry and was very sound in 
all its details. It worked very well on the average, and 
the main point was that the greatest improvements were 
brought about by a sound financial system in the federal 
states and municipalities. The Reich got only the excise 
and the eustoms revenue; the other taxes were left to the 
federal statos and municipalities; the federal states, in 
their own right imposed an income tax, and the municipal- 
ities were allowed to take an additional income tax, but 
the general level was roccived by ecaeh individual state. 
In municipalities which were well administered and with 
a not too quickly growing industrial population, in the 
average state, the municipalities were able to carry through 
with thoir own special taxes and in addition to them 100 
per cont addition to the state income tax. Municipalities 
which had very high social expenses, say the mining towns, 
had to impose sometimes 400 or 450 per cent additional 
income tax to state income taxes. It was a very good system 
because it educated the people in the municipalities ta 
follow very closely the polisy of the town councils. 
Generally, say a town had for five years a rate of HO per 
cent, of the statc income tax, and they w:re raising that 
income tax because they were spending 250 per cont, im the 
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the town council, and I think it was ono of the bost parts 
of the whole pr--war systom which wo had in Gormany. 

THE CHAIRMAN: Just at that point, Dr. Bruening, is 
it your vicw that as a result of your Study and cxpericnece 
in the administration of fcdcral and municipal affairs, 
it is a wiso thing that the governing body which spends 
should raise its own revonuc? 

DR. BRUENING: Yes, I claim from all my oxperionce that 
it is very difficult to carry on a sound policy if the rcs- 
ponsibility of each of tinsc bodics, municipalitics, 
fedcral states and the ecntral government, is not clearly 
recognized by the population, The authority btéaring the. 
burden is always responsible for raising the revenue. 
Under the Weimar constitution, there are consequences 
to the country, municipalities, (under the new system 
which I will explain later). The people say it is not 
our fault, because we did not gut snough from our state, 
and the Dists of fedsral states are always complaining 
about the Reich, (the parliament of the contral govern- 
ment in Berlin). They say we should control our whole 
financial policy and. if theso people in Berlin would give 
us higher sums we would take over some of the duties 
regarding unemployment and the like. I may say that 
perhaps is not an answor to the question which you put to 
me. Our reform matters, which we carricd out since 1930 
had one important aim, that was to allocate clear and 
definite rcsponsibilitics as regards financial mattcors 
as between the Reich central government and the foderal 
states and municipalities, so that cvery citizen was quite 
elear about cach of these three bodies in regard to standing. 
And it was a sound policy, I thint, under conditions in 
Germany, at least. For demorracy and constitutional 
government it is absolutely neeessary that a citizen, as 
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really lies. I mean to say whether it is the municipalitics', 
the foderal states' or the central governments. Othsrwise 
thoy could not make thoir minds up, and in any complicated 
problem know what to do. Ths Bismarckian constitution 
followed the sound principle based upon the idcas of 
Suropean liberalism of the nineteenth csntury. Thore 

was onc exccption: Providing that when cxcise =nd customs 
were not sufficient to pay for the exponses of the csntral 
government, it was provided for in thc constitution that 
the federal states should givo scrtain grants, matriculas- 
betragc, if I may se call them, to tho central government. 

COMMISSIONER ANGUS: Was the right to votc in the 
municipalitics related to tho payment of income tax in 
most statcs? 

DR. BRUENING: Yos, that was vorv important, and in 
tho diots of most of the fedzral states. 

THe CHATRMAN;: Poruaps wo could come back te this point 
later on. 

DR. BRUSNING: Just as you wich, Mr.Chairman. If you 
will remind mo about it later I will Gdcal with it. 

This provision meant that a certain amount of the 
revenuc of the federal states was given to the central 
government; there was a cortain dangcr of the govornments 
of the federal states being unwilling to increasc these 
grants if it was necessiry, but if they did so, a very 
groat powcr was given in that way for thoy sould always 
force the contral government to be more lenient to their 
wishes. They fought about the inercase of grants between 
1887 and the war and it has always been rathocr a difficult 
problei and a sertain danger. From that point of vicw 
Bismarck had provided one safeguard. Whilst the main eloction 
in foderal states, and municipalities was bascd upon the 


amount of taxes paid, thers was manhood suffrage for the 
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ecntral parliamont in Burlin. The most radical univorsal 
sufforage provailcd thon, and with that system of voting 
thoy had a very strong contr2l body .nd could always play 
upon that instrument against the fcdcral statos. Thers 
was a most ingonious balaneo of tcndcneics ind powers in 
that constitution end it worked gonerally quite well,but 

i might just montion one point. Of courso tho fodoral 
statcs, cspccially Prussia, had a very sound financial 
system, mainly for onc reason: The railways in Gormany, 
and the Prussian stato r-.ilways wore doing vory woll. 

Tho Bavarian railways had not only earncd intersst on the 
capital outlay but made a substantial not profit tho exact 
amount of which I emnot rommbcr. I may say that in the 
good yoars a eertain amount was takon away to ere tc a 
reserve fund against diminishing rovenucs in timcs of 
dcspression. Thcrcforc Prussia's budgct was always balancod. 

THS CHaIRMAN: Our railway rcevonucs have not had the 
samc result in Canada. 

MR. BRUGNING: know, thors ars spocial rsasons. In 
Prussia the wholc railway building was startcd by law and 
this gomcral plan h-s roally novor boon changod. It has 
boun the model of all railway law. Our railways wero never 
ovor-capitalizcd and that is the main rcason thoy always 
gct such a relativcly high not revenue. 

In 1917 the govornment of tho Roich was quit: elcar 
about it that this systcm of finanac could not be lopt up 
aftor tho war. The intcrnal war dcobts were so cnormous 
that it was the main point for ths future to take away 
revonuc from the federal statos and to usc it for paying 
the intcrsst on thoso intornal war debts and ponsions for 
disablcd soldiers, so that wnen tho new system started after 
the War, they worc starting from pene In tho troasury 


sinee 1917 tho now taxation laws had becy worked out satisfac- 
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torily and cvorybody, ovon tho Prussian pooplo, realized 
the pre-war systcm sould not be earriod through is rogards 
the finencial situation. With tho abdication of the “mperor 
and thc Imperial family, and of most of the prinecly 
familics of tho fodural statcos, tho whole situation changed. 
The Woimar constitution, from the point of vicw of abstract 
thoory @annot be considersd in any way a good constitution, 
but as it turncd out latcr on it was vory flexible and it 
really gave the chanec whieh was only discovorcd, strangsly 
to us, sincc tho beginning of 1930, to mako any reform 
necessary for the future. Thoro:was no dif®ieulty in making. 
use of the cmergoney powers previded for in tho Weimar 
constitution, but if these had boon justly uscd they would 
have solved many cdifficultics undcr which we had suffercd 
sines tho war. 

The main point in the Weimar constitution as regards 
financial rcsponsibilitics was that tho income tax and 
ths saics tax,in addition to those taxes already ressrvod 
to tho central govornacnt under tho Bismarckian constitutien 
thet is to say, customs anc cxcise, worse now te be in the 
hands of the Contral governnent and colloctcd by the 
administration of tho Ccontral government, In addition to 
that, and I am only spcaking about th taxation problonm, 
the Contral govornisnt had the right to lay down lcgislation 
as wo cal-. it, in prineiplc, for thoso taxes which wore 
rogcrved to the mumicipalitiss and the fcdsral states. 
Thore was a changs in tho Weimar constitution in 1950 and 
I will say sowothing abeut that later. In addition to theo 
changcs in the rights of taxation, the State railways 
were transfcrred to tho Contral government. At the sane 
timo the wholc railway dcbts were taken over by the 
Contral governucnt, but it was Prussia who Suricor-d a f54ak 


diminution, pormanontly, of its revenue. We nocded the 
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railways for paying a portion of our war debts and the 

whole of the net income from the German state railways was 
USod, tO pey Ono part of tho. reparetion, until 1930... In 

fact, thc reilways had no surplus aftorwards for the support, 
either of the Central government or the fedcral statos. 

The income tax was reguletecd by new laws on the part of 

the fedcral government; it was very largely inercascd. Ve 
had on an average an income tax rate of 8 per cent in the 
federal states, and under certain conditions thet was 


increesed. Now, we started with 10 per cent on the lowest 


income. Only incomes below %250 were exempt from income tax, 
and it increased from 1925 to ebout 50 per cent on the 
incomes of one and one half million marks. That is to say, 
about £525,000. Then, later on,in 1931, it was increased 
to 55 per cent. Of this income tax 75 per cent was 
transferred to the federal states and the federal states 
again passed on to the municipelities between fifty and 
fifty-five per cent cf their share in the income tax. 
MR. STEVRT: Was that divided on a per capita basis? 
DR. BRUENING: No, the income tax was divided in this 
way: Bavaria got 75 per cent, but of the income raised in 
Bavaria and distributed of this 75 per cent again, about 50 
per cent went to the town of Munich of the income tax collect- 
ead in Munich. There was another 25 per cent which was taken 
from ea certain amount of the income tax which vas not kept 
by the Reich; the rest was distributed to the different 
federal states. £ certain amount of the income tax refunded 
to the federal states was used to suport those federal 
states which vere mainly agriculturel, and therefore, had 
a very low revenue from the income tex. For. instance, a 
country like Saxony, which is highly industrialized, had 
a very high revenue, and under article 35, some of its 
revenue was vassed to the federal states which were mainly 


agrisulturel, to enable them to carry on in difficult times. 
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The sales tax became in the inflation period, and 
especially during the re-stabilization, and again in 1930 
a main source of revenue and is twday the most st2-ble source 
of revenue. In ali times of declining prosperity you 
must try to find revenue from a stable source. The sales 
tax administration was a very complicated one. The Reich 
got the main share frou the sales tax,and a share v-rying 
from 35% up to 40% was distributed to the federal states 
and refunded partly to the municipalities. The key was 
a very complicated one. It was mainly based upon the 
population of the federal states, and upmtheir refunding 
to the states and municipalities, also upon the population, 
and partly upon the local expenditure for poor relief, 
unemployment relief and so on. So most of it provided 
for a very high-share, perhaps tne greater share of all 
the revenue of the federal states and the municipalities. 
By choosing a different key for the distribution of the 
income tax and sales tax; so that the sales taxes were 
managed half by municipalities and half by states, the 
twat iF 
municipalities were so placed /they were spending carefully 
and followed a sound policy they would not go banxrupt. 
We were forced to do thatthrough a sense of compromise. 
he Weimar Assembly gave power to the Reich to lay down 

legislation in regard to taxes levied in the federal states 
and munieipalities and the Reich gave up the guarantee at 
the same time to keep the federal states alive from the 
financial point of view. 

MR.STEWART: That had regard to the means of the 
federal states? 

DR. BRUINING: Yeo. 1 GO Hot think it is necessary 
to say anything about customs and excise. They were as in 
all countries very much increased and in 1930 and 1931 


each new inerease in excise led to decreased consumption 
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so that we had to reduce the rates of these excise taxes, 
to increase revenue, which is rather interesting from 
the theoretical point of view. 

COMMISSIUNSR MACKAY: Was the revenue from the 
customs taxes and from the excise taxes retained entirely 
by the Reich? 

DR. BRUENING: Yes, with the exception of the bes 
tax, but 1 will speak about that later. I may say that we 
got a certain amount of revenue from alcohol, but that 
tax was introduc-d before the war in Germany. 

MR. STEWART: That involved a different key, did it? 
- DR. BRUENING: Yes. Perhaps I may say something. A 
very large and increasing part of the income was absorbed 
by the payment of reparations until 1931, and here is 
a point which I would like to mention very briefly, because 
it is largely responsible for snecial taxes which did -not 
exist in other countriss. We had to make our new system 
of taxation after the stabilization of currency so that 
we would i::¢t sach year tne incrsased payment on reparations. 
Consequently we had to make our taxes 25 per cent higher 
than were needed. In the first year we had to provide for 
a Stable revenuc, say from 1927 on, to mest the increased 
Minimum amount to be paid on reparation payiienis. 

To return to the financial question, under ths new 
situation I entered a now constitution. I may montion, 
of course, that there were a fow other taxes which were 
purely reserved to the right of the Central governincnt. 
There was a tax and very high taxes, on inhsritance, 
different from the inglish systom, as the number of 
children were taken into considcration Tnerefore a 
family with a large numbor of children paid less thar it 
would under the British system. 

OIE CHAIRMAN: Was the inhcritance tax wholly a 
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DR. BRUZNING: Absolutcly. 

THs CHAIRMAN; The states had no power, had thoy? 

DR. BRSUNING: No. They were prevented by a special 
article in tho constitution from raising an inhoritanec tax. 
Goncrally speaking, tho whole systcm,from the point of view 
of the federal states and the municipalitics,worked fairly woll. 
I have given the roason already in my first remarks, and the 
people during the timc of the inflation and the first years 
afterwards did not roalize thc bad cffect of the whols change 
in the system of taxation. The municipalitics in tho first 
two ycars after the inflation were vcry anxious not to spend 
very much, and this attitude changed only after 1925 or 1926. 
In 1925 and the beginning of 1926 conditions were very hard in 
Germany. Uncmploymsnt was high and,of eourse,the municipal- 
ities wero cager to create public works and do away witha 
large part of the uncomploymcnt. In this rospect they wont 
rather far in 1925 and the beginning of 1926. This point 
was not rcalizcd cithor by tho Reich or by the fcderal statcs 
or municipalitics. Practically speaking, thc fortuncs of the 
middlc elasses were wiped out morc or 1lsss by thc inflation. 
Ths middle classcs had boon vory strong in Germany and vory 


important for taxation. 


(Pago 3677 follows) 


er wopeatiat ¢ oat to. ° oaiie 8 R) 
oa Be doorte sed oat ‘maine ae E wi Ss 


it “eat oy ees aot Neus hegasdto prverr aide 
| ‘at frre viay, enon euotd thaoo ages te ankuntgod 7 
1) sfegtotnuar ead _ certs Rey Bae: Agana ann ‘rncevons 


: 

Ree SS Atty yes ob ban aafrow ottdag otaot® Or a 

(die a Pizow Ms oiit Toeogect seiiy- wl  taciepetgimam od 

oy! titog etait sOReL. to aabaatged eet bos anes at 


“godaae Lesobst ait yi to dokor ots e westtike + Hosta 
ett & to noni ont <apblaogs itsens seat 


; ey 
sponsettas ait ¢d eact xO tom) dino bagew oxew ‘gous ox 
Siri hm Ss fh be 

etov bus ynsmred a so0 ah vt ged best avewslo baa Ls 


‘aes wdogtanes ‘r0m, 


“Taian yea . (awabtiet W8e¢, ogee 


5677 


The fact was thet many poople who formcrly hed quite 
& nico incoric end cvcon pcople who wore very wealthy and 
hod invested all their capital in the war loéns for pa- 
triotic ronsons did not get back nore thin betwscon cight 
and twolve per cont of their former werlth. The effect wes 
that the municipalitics cand the centrel governrent had to 
provide by taxcs for paynent specielly to the old pcoplc, 
ana to maintain their poor people, which mcant rather high 
Gxpenditure in cil the budgets except the budget of the 
federal strtcs. Slowly, too, it was rcoalizcd that every 
tompor.ry gcin by the infl-tion caurcd = permanent loss 
%O public revonue, cspucially as 211 the funds colilicte 
nd used as reserve funds of the difforcent social sccurity 
institutions siuce tic 80°r were also practically wiped 
out -% icast down to tii average of 18 »er cont of their 
normal valucs beforc inflation. 

wgain, the control government had to find money to 
help the old ponsioucd people end invalid institutions to 
cerry on their functions and local cutis. 

The cffccot of all that wes that rore and nore the 
main taxes in tho v-unicipalities wore basod upon rither 
¢. crude systom of very o1a taxes. They were the land 
tax and the sdé-callcd busincgs tex. The land tax bad Rot 
been ckenesa very uuch during the last 150 yecrs. ihe 
iend tex (of course I include in thet the buildings on 
tnc and) undcr our systcm, mocnue 95 por cent. The land 
owner is et the si°.c time the owner of the buildings built 
upon the land. .mnd the busincss tex was, if i may say so, 
& combination of a crude inconc tax and ec tax upon the 
wagos paid and a turvovcr tex. It wae a very complicated 
tex, differcnt in all fodcral statcs. Fron the point of view 
of social justice ce well as of - refined systom of taxation 
one cculaé not eaxy very much in f.vour of these taxes, but 
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different cconomic conditions. MThcy worc crude and thercofore 
geve a certain minimum revenue, oven in the tiucs of 
lesting or prolonged cris:s. But moro end nore the mini- 
cipalitics, as I montioned, since 1926 st-rted to spend ~.ore 
moncy than they should h-vce spent, snd when thcy could not 
find the monsy for vaying for thcir buiidings cand public 
works by the crention of loans in the open narkct atid in 
foreign countrics, they had to reise texes. Their only 
resort to texation was to increase the lend tax and this tax 
on business, if I may call it so. Tho Gerccn word acour- 
ately aescribos it. This hed a disastrous cffcoct in 192% 
and 1930, tho anmcunt of thcso crude taxcs to be paid by 

big end smell busincsses in nearly cll municipalities in 
Gerneny wes < reonl danger for thea enrrying on of the busi- 
nose Clue Gthor, cnd Capcoclaaily che ruaal trede end vusi= 
Bees 108 worse comvlelning more “nd mor. . Gna became cbscluq 
tely redicai in their political tendoncics. «snd thie was 
one of the main recone for tne start of thoec reforne 
during the two yoars I wes in office. 

So, I may surzcarize: The pooplo who wore clccted to 
the town councils wors, aaturclly, in the mejority wese 
cernore or civil scrvante and they, of courses, could not 
raise the incuze trax es had becn possible undcr the old 
svete. tncy Likod Go spond end, thorcforc, as they had 
perhaps SO or 35 nor cont of all the vetcs in nost of the 
mnicipalitice, they wort incrosgsing, withcut ronlizing 
it, tho whole level of public cxponditure cnd putting the 
burden on pcople rconting lend or uging lmud, or upon the 
businesscs in thc towns. .ind this rors Ly Icd to en acute 
situation in 1929. Tho fact wee thit in 1930, pricticenlly 
specking, moet of the fcdo1.l etctes cou MNO? pai tics 
wore no longer ible t: enrry on their budg- ts. ..s soon cs 
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ceased, and instead of that an eflux. of foreign money 
started, there was certainly a contraction of the whole 
financial and econo:uic situation in Germany. ith the 
consequences that in three months’ time all the municipal- 
ities and the fedsral states realized that their money 
policy led to e state of emergency or what I might call 
an iminent state of bankruptcy of federal business every- 
wuere. And, therefore, at the lowest Level of revenue, 
without any chance to have any loan in the open market which 
was practically imoossible for us because of the reparaticns 
laws and not even able to obtain a loan from the central 
federal resezve bank, you would call it, to an extent of 
more than “125 million, we had to change the whole system 
aud adapt wages and salaries and evrything Gise to this 
unique situation as a government had to <o it in a time of 
crisis, where it has no chance to borrow in the open market 
or even to borrow for thc last day(we cali it tho ultimo 
of the month) a very small sum te carry over from one month 
to the other, from the federal bank or with the otuer 
banks. 
I will porhars outline the main probism or these 
actorme, af Iomuy, and it is better perhaps that I stort 
now. -I have already said tuat the wuole texaency of tho 
reform was to come back to the sound principles or the 
Bismarck Constitution end the old tradition of sound locul 
and federal budgets . nich we heve hed, since the Napoleonic 
Wars every in Gerueny with the exception of one or two 
towne in Germeny, in ths 80te. I ¢o not think, if it is 
not desired by you gcutlensn, thet I shall go into all the 
detailed complicet<«da phases of this reforem as, of course, 
you will realize that having no money in the . treasury 
everywherc we had to adopt other reforms, to time these 


reforms to the finencial possibility of cach momcnt,. 
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The main purpose of the reforms already publisnod 
i the first major decree from the first of December, 1930, 
wes, tifst of all, to put a limit to further reckless 
borrowing on the part of tlie municipslities. The second 
point was to limit the expenses of the central governnent 
of the foderal statcs and of the municipalitics by the 
first article of that first mojor decree of the lst., 
Decombcr, 1920. ‘het moant to say that the Reich, laid 
down a law, in this decree for the next three years to come 
that the expenditur.s of the Reich could never be more in 
these three years then 10 billion marss. And it laid down 
the priticiplés, not with ths actuel, oxact figures, but 
taking the average of the expenditure and the revenue of 
the Icdoral steatos acd municipelitices for th: last two 
years and estimating what would be the taxes ncocessary for 
1931 and i952, and taking the avers: @ fron thet, limiting 
the whols cxpenditurc to thet sum aud not ailowing any 
fudoral statu govermnont or eny munjeclpelity to spend more 
than the linit laid down in that decrce. 

I night montion here, that tuo Weimer constitution 
provided an opportunity for tne presiacenttc to rulo by 
dceree in cortein circumstancus. this rule by decree, 
of course, was to introduce « Lot of legislation and nave 
perliement trcat it in the norual way, perhaps using eight 
months to pass such ec big lecislatjon; the parliancnt 
hed now the chuuce under tho system of ducrces unly to say, 
Yee or no. But, of course, if you had not & saic me jority 
of tne parliament, end if the parliament wes nob roaiy 
consenting to such e rulc of dcerec they could, citer they 
had accopted such « prosidential dccree, *1..reduce the 
following cay detailed lcgislation to chengs the whole 


presidential decree in all doteils and the oresident hd to 


ea fiat te a 


u. Fes a 9 i 
ae 


4 


0% Mitensoud sense: a oat ewe sik pape baa) 


ai 


saith. that née agoomn add Belk Bator eae, “ee, ) ue 


Yi gerwolia ‘tea Sats wus seh ait rat komoaes oto ‘ era 
eo Baas et pectoalo ate wan. 0 ‘Puceateowng tat L / i 
| Rea 


served teat Mt mw bhal tubs ait mie i > 

ROLighitane mame gut taco jored fo Lita: Piyghe Boe : Mi 
“: ‘othe ot stsnusteery syd «0 ‘ote toggs ‘tia bonsveriit 
jootnes 4 odors hey” pootateruionte ait atow ak soroah 

ay or! tine isittelpigel bed vol 2 eowhorent ot ROW ONRHOD a WG " 
cy gation: edaiiiog a ra Loumon ul ab te Peoad: saomatined | 

fies: dines ants imogt abet. ghd x dows nas o¢ ibaa 

y eee OF dias neotno: tte ast: Ce ont citys oust odd wot ‘Das 
ee inet a hth a gos bout aoe “YR tio 0 “a0 es v0 et 
jor aw Foomshtae wld il Bro tant a 8 oat to 

Yads teres «Shee ‘yous: sent si ‘te are i: ‘owe! . antcoetion 
ditt Caploaiet cootvaly * te abtnene s doue Betqooon Bi y 
abode oat ot a 9 Boks: a ; sit _ fate otos Yao cabwoltot | 

oe Be tobe POT, Sc its veh 1s at ‘opteed Lortcobiestq 


te re ae Vist 
6st bf 
, oy 


; Pay 


oe 


3681 


accept it or to dissolve the Reichstag and tien it woulda 
end in a plebiscite, about the struggle between the presi- 
dent and the parliament. 

It was necessary to accustom all the public insti- 
tutions to a situation in which, for the next years to come, 
they should look after, as we say, each penny of the revenue 
and expenditure. At the same time we forced them, just 
as we did in the Reich, to cut down the size of their civil 
service and to introduce two new taxes aiid counect tho 
raising of these taxes with those taxes left to the muni- 
Cipalities which I wentioned before; the land tax and the 
business tax. 

The two taxes introduced for that purpose were, first, 
the su-called head tax. We called it a special tax which 
everybody had to pay unless he had been unemployed for a 
long time and it was a progressive tax but not a very 
importeut one. It started at six marks per head of tne 
popuiatior and increased to about 1500 marks ior the poopic 
who had a very large income. This was outside the income 
tax and reserved absolutely to the municipalities. Tach 
municipality could reise as much per cent of that incomes 
tax ag it liked@--200, 300, 400, 700, 1,000, por cent of 
that original tux. and secondly, wo introduced a special 
tax on all beverezés, tea, coffee, cocoa, all kinds of 
beer and wine, champ one, brandy anc. whether ve i OuyVeld so 
on, ir I forget one. this was algo e flexible tax, By 
decree, then, we stated, as the burden of the laad tax 
and the tax on busiuicss was too high, end was really 
killing agriculture end the business people, that for tho 
next year to come, thuse taxes everywhere had to be ce- 


ercased by 10 per cent in the fedoral states nd municipal- 
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ities. Then, we made use of that article in the Weimar 
Constitution providing that the central government had the 
right to introduce legislation to define principles for 
all the taxes which were reserved for the federal states 
and municipalities. And we introduced general rules for 
assessing the people for these taxes for valuating the 
property and for collecting thesc taxes. Then, by that 
decree we laid down also the principle that in future the 
business tax and the land tax should be collected by the 
same administrative institution which collected the salos 
tax and the income tax for the government. In that way 
we were ablo, for the first timc, to watch very carefully 
from onc institution in each town the whole amount of taxes 
to be paid by cach citizen, and to mke it clear on--I do 
not know what you call that-+-the lctter, the paper, which 
is sent to the taxpaycr. 

COMMISSIONER ANGUS: The assessment? 

DR. BRUENIIG: The assessmont. And now make it quite 
clcoar on that assessment to every citizen what they had 
to pay for thc Reich, what they had to pay to the federal 
states and what they hed to pay to the municipalitics. 
So, for thc future cverybody knew by this letter which he 
got from the tax officc for what purpose ho was really 
paying his taxes. 

MR. STEWART: By the way, was the head tex also 
collected by the same authority? 

DR. BRUENING: Yes. So in one ycoar the principle was 
laid down actuelly-- 

COMMISSIONER ANGUS: That is, the one authority col- 
lected “ll taxcs? 

DR. BRUENING: Collccted by onc taxation, practically 
spoaking. Now, the main point was this: aftcr we had leid 


down en uppor limit for this businoss tax and property, 


lean a: (oicoenoi a ‘oi ae acu sit hse 
léronan yror Moder od yout Rett? ody Ot jokes eeaNN 
“HoxeY 0 theme’ aonW ody coor done at nobtut tent sno mame |) 
4 08 Panto ‘moeke 2 bread bad bare meen asin ap: ie ned 


Nacwien oes ent | vlna 
odtnip sh A hm, nents Cyn a taomeeme eat: ras ee a 
bad cade Tad HORBhS: yeOKD (ae: trombones Yodd si — : 
Lemebers oity 2% “cel 08 bpd xo tarde (totem oc not vat ; 
sAobt Ling Sop brtanas ‘ont ow (ae - - fod ‘igo ‘few erage s sornite | 
od Muka PORTO Brae “yd woeek “photoes wkeeth ode: tlie oR ; 
ULivex dow oi beng roc a setts no? ot mow tog ie fF 
Mi | | woxet edit ike | 
Own at bod. oft sew cow ade xo PRAMS Aa 
| , meatal ocaaiig one: ¢e. botoetton, oe) 
a big bombed orig i ia hol at oa ee > PRCURG bn MEAN 
vet At | mephiauitos ‘nweb Stat a 
Loe od teodttaa onsen ey tort Slo eecce DAS | 
die | iment Et saan 

NAL dee > recy: nbs eed omg: ‘ge paseottad. ‘7 yORtuiORA: Ba 
Shak eit ow tee a. te atid veto, wags ‘Gat wot «Batleogs 


: qnomony ae ie wetaneee Biets 0% p that highs a8 awa 


—— 


~ 
pe ee 
5 : 
: a : => : cs ae 
= es * fet a a ee Ne 
Sn na a ee i oe oo = ¥ a. 


thi 


iy me q 


Re 


Cats te ee ie 1h) ora die a ef ‘eeseill ere, 


5683 


lend tax and busincss, wo said "If thoso taxcs had gonc 
over a ecrtain average in certain municip.litics and 
fedsreal statcs, they arc forccu to raise tho tax on bov- 
eragcs and toc nead tux above a cortain limit." That means 
to say, wo conncetcd for the future the rics of land tex 
and busincss tax always at the same tim. with an cuto- 
matic riso of thc tex on bevercagus and head tax. Go, 
it was tinmde impossible for the futurs that say, a town 
council which was in the majority sclected by wags cerners 
and salary carners should just recklcssly spend bccauso 
it was ablc to put thc burden on the owners of property 
and busincss, if it increased for the futurc the oxpen- 
diture of the municipal council(or if the federal statcs 
incrcascd thcir cxpenditures) und had to find now revenue, 
it had to vind thet revenue in cqual taxes from the 
business, from the land, fiom the house owners and from their 
Own pooplc by incxcasing thc head tax and tic tax on bov- 
er.ges, 2g woll. In that way we came vack to create 
public rcsponsibilitics. I do not go into detcil, your Hon 
our, perhsps thet could be lcft to the qucstions. 

THE CHAIRMAN: Yes, quite. That covers one of the 
Points that has been presented to us erout the taxcs 
being reisod on renl cstate by cn electorate, the majority 
of whom, or thc substential part of wiom, are not roe | 
estatc ownors. 

DR. BRUENING: Yes. And then we made one bis cuanse 
nagein, wo renounced eny participation in ‘he invome tax 
on all agriculture] incomes vclow 6,000 marks, but we 
foresd tho reral communitics to introduc® the head tax 
es woll. The rural communities, of coursc, wore suffering 
very much. Youhad, say, &@ thoroughly rural community 
originally at * distance of ten miles from én industricl 


centre; more and more workmon settlcd in these rural 
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communities, had their own housés, or houses were built 

for them, slowly they startcd to wrow end wore rather in- 
clined to put the wholc burden of taxation, which was the 
consequences of tucir scttling in these rural communitics, 
upon tue farmers who were killed by thet. So wo did away 
With the income tax for cll vurcly agricultural incomes 
below 6,000 marks and introduced single taxction, I think 
that is the word for it. All the farmers with an income of 
keoss than 6,000 marks paid only the new and rcoformed 

land tax, but the land tax could not be raised in a rural 
community without raising at the samo time the heed tax 

end the tax on*beverayes. So, if by chance the balance 
between the frrmcre and the other people in ae rural com- 
munity was changed, the newcomers, the new citizens, could 
not raise the land tax elone. If thuy raisec the land 

tax they were forced also to raisc the taxcs which affected 
them. Tuat simplifiod the mattc.r very much. 

Wo renounted cliso the tix on sales, on turnovers, 
ell under 6,000 marks. That meant in onc stroks we did 
eweay with the asscssent of perhaps one tnird of the whole 
population end saved a lot of money and cdministration 
end madc thw whole system of texation again understood by 
the aversgs citizen, 

Now, I do not think I hevo to say anything moro than 
just a fow remarke. after that had been invroduced we 
went @ sécp further, in the administrative rcrorm of 
the tcdorel stetcs, and of the municipalitics, to sxve 
money, to make therm rior. ctficicnt, to mako then more 
simpic, to carry back to our best sredition, which we had 
4n the 18th cantury, in admisistr.tion. There was 4 
presidential decrcc publishcd in August, 1931, called Fir= 


unzeusratz Docres, w..ich envs the federel governments the 
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power to rearrange their whole administration. For the 
purpose of making it simpler and to save money, we made 

it possible, for the administration without having to ask 
their parliaments, to issue decrees for the reform of the 
aciinistration and to adjust expenses to possible revenue, 
in one law, just the same as the decrees by the Reich. 
And then this law provided the saze power for the mayors 

in the towns, and in tke rural communities. Of course, that 
was limited in form. So the whole system of reform of the 
administration and adaption of the system to the new neews 
created by the crisis and all the difficulties which I have 
mentioned, and the new system of taxation and revenue 

could be managed in practice by the authority of the presi- 
cant, delegated for thu vurpose or the federal states to 
the federal states and for the purpose of the municipal 
reforms to the mayors of the municipalities or the rural 
communities. That wholes work wae practically to be fin~ 
ished in July, 1932, ana everything had bsen adopted 
practically speaking. Even under the rew regime nothire 
has been changed in this provision uncer the ‘veimar Con- 
een eton In addition to that, by reason of tho fact that 
it was floxibic, taat it aid contain rany contradictions 
between aiffcrent articles, it was also possible to re- 
organize the whole federal system. Our main idea was to 


Cae ay 


separate Prussia into its main provinces, to do 4aWwéy Viva 
the unity of the stete thet had threc-fifths ol ths whole 
population, to take away the administr.tiow vf justies and 
the police administration from the federal statcs, and invest 
it with the Reich Government but leave to the feacral states 
overything clsc which they formerly had. Under the Weimer 
Constitution, with »« acw federal state formed out of a 
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This first mejor decree contained threc printed 
lines wnich set out to scttle this business with the 
Reichstag, tne federal chamber, and to lenve out for 
that purpose as regards the financial basis the Reich- 
rot (or Federal Council) altogsthcr. If we could not 
have comc to any agrecment with the federal chamber, 
we would then have been able to rely on the ascree. The 
dccerec could not be vetoed by the federal chembor, but 
could be vetocd by the Reichstag ag 1 mentioned. In the 
Roichstag we got a majority for ell these purposes and 
this allowed us,in «a very casy way, to make uso of 
different articles of the constitution, really, to lay 
down all the main principles. As you know at presont 
in theory, thc fedcral states cxist no longer, but the 

only practical reorganiz:tion really made was tno trans= 
fer of tiie police and the administration of justice from 
the fcdoral states to the Reich Govicrnucnt, which was 
provided for mainly in those refcrms. In other res- 
pests:--There are still primc ministors in the foderce 
states, just us there were beforc, aud other ministers, 
and there has been e simplification of the whole ad- 


ministretion. 


(Page 3697 follows) 
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Mit. STRVART: was there any restriction of borrowing 
imposed? 

DR. BRUENING: Yes, first of all there was a practical 
restriction, nobody could borrow. So far as the rederal 
States are concerned, they had no laws by themselves to 
restrict borrowing by their municipalities. ‘But by’a 
provision in the decree it could be mede impossible for 
the municipalities and federal states to borrow, 

MR. STEVAXT: Those restrictions were i:posed not only 
upon the municipalities but also upon the federal states? 

DRe BAUENING: Yco3:, we could do that ‘at any time: 

WR. JTEVJART: ‘fas there any board to which the. municipal 
ities or the federal states could go for permission to 
borrow? 

DR. OAUENTI:NG: Yes, there was what we call the 
District Commissioner, a very high civil servant. Of course 
the District Commissioner formerly led the riv-ht to object 
to any new borrowing, thet was in Prussia. The Commissioner 
eoquld report this to the Prussian Minister @ Finance and 
he had always thse right to prevent municipalities from 
borrowing. Of course, under the Finenzausratz decree 
which I mentioned, the federal states introduced Comnission- 
ers for all tows which were unable to bring their finances 
back to a sound condition. It hurt the pride of the 
municipalities very much, if such commissioners were 
appointed for their town by the federal state, so they 
brought their financial condition into order as quickly es 
possible. They found ways ao saving money and simplifying 
their administretion in order to avoid the very greet 
humiliation of having a commissioner apoointed, 

MR. STE¥ART: Now, in the administration df the tax 
laws, were there local advisory committees? 


DR. BRUENING: Yes, for the income taxes there were 
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local advisory committees, 

MR. STEWART: In each municipality? 

DR. BRUENING: Yes; of course, not in the small 
communities. These advisory committees were what might be 
called tax collection offices, In the cantons--using the 
French word for a district--these people were generally 
acsuainted with the local needs and the economic Situation 
of the smaller businesses. Then, they were used for the 
valuing of land and property for taxation by the Reich. 
Since about 1925 we have had an absolutely now law con- 
cerning the taxation on houses and property. It was drafted 
from experience collected over about 150 years in land 
valiwation. This was carricd out in detail by a special 
department in each canton where we revalued all property 
according to this new basis. This wes quite a new fcature, 
These local and fcdcral taxes on property wore a now 
foaturc enactcd by this first mejor dceree. This FOFCEA', 
for the first tiac,the federal states to reject the 
principle of -- I would not like to uss the words "hiding 
the facts", but it was something Like that. They always 
likcd to keep thcir ain tax laws very complicated so that 
after collscting these taxes, they could turn to the _ 
Reich and say thoy could not possibly coxist on-that amount, 
Previously, under article so-and-so of tho Constitution 
they had a right to got a hirhcr grant from the federal 
government. By this decr.ic, however, all that was finished 
forever and it was put on @ clear basis which all the 
citizens of Germeny could understand, 

MR. STEWART: This systom of taxes thich was worked 
out by the deere of 1920, still remains in forco? 

DR. oAXUENING: Yos, it has becn Changed in many details 
out in the main it is still in forae, 

MR. SYEVART: What is the system by which lands vers 
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Di. BRUENING: I will try to come to that in a very 
short tims. Until 192%, it was not possible to introduce 
a new system as quickly as we thought, so that itwas 
practically 1929 before it really began to operate. Since 
time immemorial, the practice had been as follows: Taking 
a farm of cne hundred ecres, there would perhaps de one 
plot especially good for wheat, then one of lower-grade 
soil for rye or barley and one for pasture. Each pLOt-or 
three or five acres was mentioned in the community roll and 
was classified in it. ‘We have eicht classes based upon the 
net revenue in normal times which can be expected fram these 
plots. Now, in 1925, they made a new law which was based 
upon the experience gained in assessment and valuation, 
gained during the last three generations. We had a class 
based upon the individual land valuations of each farm 
and the general classification of the land, all over the 
country. There was one type of farm which wams in cless one, 
This was a farm with the best soil in Germany, mainly for 
the growing of wheat and suzer beets, but having at the 
same time, the possibility of raising very fine cattle, 
Now, in each province the best farm was used as a basis 
of comparison with the other farms, The people in the tax 
administration of the agricultural department together with 
the gentlemen from these cantons, or districts, went through 
each province assessing or valuing these farms in comparison 
with the best farm in that province. This was carried on 
ratnor roughly, as they had to take into consideration tho 
Situation of the farms, the cost of transportetion, the 
nearness to a town, and the possibility of inercased value 
through the saleability of the lend. If the tow was ex- 
panding this ground which was formerly used for agricultural 
purposes developed the possibility of being used for 
building purposes. hero there was a possibility of it 


being used for building purposcs it was no longer taxed 
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under the agricultural tax systcm, it was taxed upon its 
possible valuc for building. In future the land tex had 
to be based upon this policy of valuation. 

MR, STEWART: I suppose these tex reforms were 
gradually workcd out; they could not be arrivcd at over- 
night? 

BR. BRUENING: Oh yes, it was gredunl. 

MR. STEVART: Novy, could you give us some statcument 
es to the division of jurisdiction betzecn the Reich end 
the fedcrel statcs under the constitution? 

DR. BRUENING: In the Veimar Constitution, I will have 
to distinguish botwccn legislation in the principle end 
cetual legisletion. Income taxus were im roduccd by the 
contral government and passed by the perliemcont in all 
dctails, but there worc other tranchls of t axetion upon 
which tho central government could only lay dom broad 
princliplss, The epplication of thcesc principles were 
left to the fcdoral statcs, 

COMMISSIONER ANGUS: Is thet what thcy somotimes 
cell normetive legislation? 

DR. BRUENING: Yos, that is what it is, 

THE CHAIRMAN: Arc theru eny other fcdcrel states vhoro 
that same principlo applies? 

Dis BRUENING: Yos, it 4s the Semc,for instencc, in 
-ustria, to a cortain cxtcnt. I think the samc may also 
be Seid of Switzcerlend, but of course thcir situction is 
very different because of the different typcs of plcbiscite 
Which they have. is have introduccd this normetive lecisletion 
to e groat cxtunt tnacr the “cimer Gonstitution. For instence, 
some of the miin points worse given in irticls 10 of the 
Constitution--I do not “nov if you have thet in English, 

THE CiAIRMON: ould you mind rvuading thet srticle 
to us with rogerd to the normative k gislation as it 


is dealt with there, Mr. Stewart? 
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MR. S&aearT: I quote from page 178 of the book 
cntitlcd "New Gonstitutions of Europe": I em rceding 
article 10, which is es follows: 

"Tho Reich mey by law prescribe fundamental 

principles with rcspect to, 

1, Rights end duties of roligious associations. 

&. Education, including highcr cducation and 
scientific librarics. 

3. Rights of officials of ell public bodics, 

4, Lend titlcs, lend distribution, lend coloniz- 
ation, and homestends, ongeil, housing end © 
Gistribution. of the population, 

©. Disposition of the deca, 

Article II. Insofer as is necessary the Reich 

mey by lew prescribe fundemental principles with 

respect to the imposition and collcction of state 
texes in ordor to safeguard commercial interests, 
or in order to prevent: 

1. Prejudice to thc nationel revenues or the com- 

mereial relations of thc Reick, 

&» Double taxetion, 

So Levies on public communications or institutions 
which are excessive or which intcrfere with 
communications, 

4. Discriminatory texes upon imported godis as 
egainst domestic products in intorstate or 
local commerco, 

Se Export promiums, 

THE CHAIRMAN: Article 11 secms to cover a number of 
points whieh have becn discussed befurc us by various 
reprcescntetives. 

COMMISSIONER MecxiY: Whet artieclcs arc those, Mr. 
Stcwart? 


MR. STEVART: irticlcs 10 end 11 of the Weimer Constitution, 
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Dr. BRUENING: Mey I point out that - part of Article 
12 gives the Reich the powr of veto on ell les which 
erc passed by the fcdcral states end thich might infringe 
upon spccial branches of legislation rcescrved for the 
Reich. 

COMMISSIONER MecKAY: Theat ves in licu of judicial 
rovicw, I supposc? I suppose it vee to provide a substitute 
for judiciel rovic™. 

DR. BRUENING: Yes, and of course, Article 13 contains 
a vory importent provision. I do not knq@ hor it is 
translated. 

Mr. STEVART: "Nationel leavs ere superior to the 
lavs of the stetcs." 

Dit, BRUENING: Yes, that is it. It is the reverse 
of the policy undcr tho Bismarckian Constitution whieca 
held to the principle of the supremacy of legisletive 
power of the steatcs. This new principle stabilizcd the 
Supromecy of the legislative power of the econtrel govern~ 
Ment. 

COMMISSIONER Diron:: It was a complcte change from 
the Bismarckien constitution. 

THE CHAIRMAN: Under the Bismarckien constitution 
State legislation wes supcrior end under the Woimer 
constitution Roich logislation preveiled in the ces. of e 
conflict. 

Di. BRUENING: Yos, I might sey thet I vould like to 
Summerize things « little end make thom as short -s 
possible, The Bismerckim constitution was «& pect betveen 
the fedorel stetes, formerly partly indopsndcnt, and it 
wes aeftcrwerds edoptza in the form of a constitution by 
the central power, However, it origin-tcd ss an undcr- 
Standing bcttocn the ccntrel scvernment and the provinces, 

COMMISSIONER SIROGIS: “es thet crgrcomcnt errived at 
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DR. BRUENING: Yus. 

THE CH..IRM*i: What do you considcr to be the cde 
venteges or the dissdventazces of this normative legislation? 

DR. waUElinG: Woll, I think the power of normative 
legislevion, is, in our time, a vcry importent one. .Every- 
thing is growing morc complicated, our economic condition 
and such things are all growing more complicated. Iam 
efraid that the “cimer constitution in laying do-nm these 
principles was rather vaguc and at times embiguous, Thi 
was of vory grvet importancc. For instencc,the detailca 
adiginistration of the universitivs, which in Gormeny werc, 
practically speaking, all stete universitios was loft to 
the fcdcral statcs. This was a fuerantce of lifc to the 
old cstablishced universitics. Of course, it was quite 
Simple to oporatc. For instanc., if a fedvral steto 
Gid not, by itself, heve a cortain minimum requirecnent 
domand for passing the cxaminations, wc would imposc 
this to aid in bringing them into conformity with other 
universities, 

Now, as regards re’igious education in the schools. 
wig reich government always wanted to introduce a law 
Which would interpret in detail this part of the article 
in the constitution. We had te ve very eereful in doing 
thet. We were rather inclined to leeve thate as far as 
possible, to the federal states to legislate upon. Te 
did not want to infrinc: too much, put desired to keep 
strictly to genersl principles as it was laid down in the 
constitutiou. It was laid doyn (in this constitution: ti:+ 
the parents had the right to decide about their childrents 
religious educatic:. There was, thercforc, a parcnts! 
council in o-cn parish, and evory four ycars we have an 
election on the part of the parents to decide about this 
Matter. Of coursc, these schools werc supported by e tax 


sollectcd by the government, but we left tio educational 
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details to other bodics. ve always tricd to avoid in-~ 
fringement upon the rights of the federal states. I think 
it is ncecssary undcr modern conditions to give a central 
government the right of normative legislation. Of course, 
there must bo somc limitation to this as therc is always 
adangcr in too much ccontralization. 

COMMISSIONER ANGUS: Would it be interrupting to 
ask how such normative lLcogislation could be made effcctive 
or cnforcecd? 

DR. BRUBSING: Well, let mc take, for instance, Article 

and dutics 
10, Scotion 3; "Tho rights/of officials of all public 
bodies", This laid down gcncral rules for the nominetion 
of public servants for lifc. t established their rights 
to ponsions and dcfincd thcir rights under the oxisting 
edministration, For instances, before this constitution the 
qQuelification record of a civil servant was kept by his 
Superior in the administration, and in 1919 a civil 
servant did not have the right to look into these quali- 
fication records. If hc hed e. superior who 47d not like 
him for personal reasons, his superior could put dow 
some remarks ebout the manner in which he fulfilled his 
duties which would do him harm forever, Then we intro- 
duccd the principle that under certain conditions e civil 
sorvent of a public body had the right to look into thuse 
Qualification records. Of course, we. did not. say in 
detail into which salary class these men snould. belong, 

COMMISSIONER ANGUS: Did th-t meen thet the stetcs 
hed to pass logisletion giving effoct to the narmative 
legislation. 

DR. SnUBNiiG: Yos; any details they had to carry 
them out. we passod the logislation, in gonoral principles 
and thoy cerricd into cffoct the dotails. As you are eware, 
that is the good old system of lcgisletion which we had 
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to pass lews with too many dctails. Our old systcm 

of logislation ties to lcevc it to the administretion to 
carry out the details. Wu vantecd it flcxibls to moct 
individual nccds but gevo perliemcnt control ovcr the 
edministration,. 

COMMISSIUNER SIROIS: That would bo the Froneh sys tom? 

DR. ERUENING: Yos, re learnca very much from thcir 
System during the cerly trontios of tho nincteccnth ecntury,. 

COMMISSIONER DAFOE: If tho fedorel states pess leus 
Which infringo upon tho rights of tho eccntrel government, 
did the central govornmont resort to its voto power? 

DR. ERUENING: Yos, wc could do that, and if the . 
fedoral statos bolicvod that thcir pewors hea boon infringoa, 
they have e right to go to a Special part of the supremo 
court callcd the Steatsgerichtune. It hed the power to 
condemn or rejcct any lew psssed by ths centrel zo vernncnt 
which it fclt might be An infringement upon thc cons titutionel 
rights of the foderal stetcs, 

COMMISSIONER aNGUS: Could administrative Orricicls 
s0 to court to complein if e federal statc had not passed 
the neecssery lc gislation giving cffcat to tho normative 
legislation, 

DR. ERUENING: You moan to sey-~? 

COMMISSIONER ANGUS: I mcan en official of the State 
might wish to takc edventage of this nametive logislation, 

DR. BRUENING: Oh, I sce, 2 civil servant, you mcan? 

COMMISSIONER ANGUS: Yes, e civil serv-nt. Supvosing 
the fcdcral state had not passed the ncecssery detailed 
logislation, could he go to the court? 

DR. BRUENING: Yis, he could go to the court, not to 
the Stattssorichtung, but he could eo to wmis«t is’ calied 
Verwaltungsgcricht which wes given jurisdiction in this 
metter a long time «go, 


COMMISSIONER ANGUS: Tas it possible to compcl the 
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State to mekc rogulations? 

DR. BRUENING: Yos, the Reich, hed tho right under 
tho constitution to onforec it, ovcon to tho cxtcnt of 
using militery powcr. This happoned onec, I think, in 
19353 in Sexony. It is gcncrelly sufficivunt to make a 
threat to tho fodoral stetces. For the most pertthoy did 
thoir best to comply. 

COMMISSIONER Mack.Y: You h=vc mcontion.d one or to 
cx-mples wherc this systom of normative lk gislation was 
not applica. . 

DR, BRUENING: No, tor instanc., this Scetion I of 
article 10. 

MR. STEWART; "Rights and dutics of religious Associ- 
etions", 

DR. BRUENING: We did not make uso of thet, it 
was not nccessnry. Then number 2, wo did not meku usc of 
thet. We always wantcd to have a lav concerning tic 
principle of rcligious  ducation passcd by the Reichstag, 
but we never did heve it pressed. Point four, "Land titlos, 
lend distribution--", wo wont vory fer in thet connoction, 

COMMISSIONER MackKiY: You go into the ficld of trzation 
in thesc deerces? 

DR. BRUENING: Yes, but presidcntial decrecs, of course 
cen do awey with most articles of the constitution CHCODU 
those deeling with the rights of citizcns. Under Article 
48, there is th. powcr given to suspend ¢ great many of 
the Articles. The mejor pert of these arc tho rights 
of citizens whieh urs gencrally considercd undcr tha 
heaving of "Bill of Rights". Thc president could suspend 
them, but he could not do it for eny lcngth of time, 

COMMISSIONER MecK.Y: The power of nametive lugis- 
lation did not apply to the oxceutive, it tas simply a 
legislative power, was it not? 


DR. BRUENING: Yus, 
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MR. STEWART: ‘oc have - stetutc passcd undcr irticle 
11 funder the: specielshording of texction, 

DR. BRUENING: Yos, 

MR. STEWART; It rcefcrs to doublo texation? | 

DR. BRUENING: Yos, vut wo did away with tht. 

WR, STEFLRT: You prcvonted it? 

DR. ERUENING: Yus. 

MR» STEWIAT: Now, as to th. wcncrel distribution of 
legislative powor, irticlo 6 of the Weimer Constitution 
gives to the Rcich cxclusivo jurisdiction ovcr cortain 
things, docs it not? 

DR. <RUENING: Yes, 

te, STILT: Pordiew rcoletions? 

DR. BRUENING: Yes. 

MR. STEVLRT; Colonivs? 

Dip BRUENING: Yes. 

MR. STEWART: Citizenship? 

DR. BRUENING: Yes, 

MR. STEWLRT: Frecdom of movement, immigretion, and 
omigration cxtradition‘ 

DR. BRUSNING: Yes, 

MR. STEWART: Netionel defcnec, currcney, customs, 
including uniformity in customs in commerecinl districts, 
and the froc trensit of goods, posts end tclvgreaphs, 
including tcl¢cphonis? 

DR. BRUENING: Yces, 

THE CHALTULN: Mrs stuvert, just before you pass from 
thet, whet is mant by th: phresc, "frecdom of movement"? 

DR. DRUZNING: It mcent that e porson ves able to 
loavo one town end co to rnother tomy, 

TEE CHLTRidaN: In any pert of Gormany? 

DR. BRUENING: In any part of Germeny. 

THE CHAIRM I: . One statc could boutune cetera vith the 


Procdom of (movciticnt “of .citizcnus to anothcr stetc? 
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DR, BRUENING: No. It bceamo e groat problom in timc 
of egriculturel criscs, as thc pcople from the farms 
flocked into the big towns trying to find somc vork. <ftcr 
ée time thoy head to go on relicf at the cxponsc of the big 
toms. This was sct right, end it wes very doubtful if 
we could change this for e short timc, wvvon by dcoercc 
beeause of Articlo 48. Howover, since thet time the 
government has changed it . to prevent this flocking into 
towns and trying to find work. It is now neccessary to 
have e speciel pormit from the euthorities of the toyn 
to which you ere going if you desire to try end find 
work there, 

THE CHAIRMAN: Porhaps I did not put my question 
accuretcly, byt the centrel government hes jurisdiction 
over the question of "frecdom of movement" of citizens, 
from one pert of Germany to the other, 

DR. BRUENING: Yes. 

MR. STEWART: Now, irticle 7 confers upon thc Reich 
powers of legislation which erc not exchusive, is that not 
correct? 

DR. BRUENING: Those articles numbor 6 and 7 aro 
rethcr peculier. The legislation, or a large part of it, 
Which is dcfined under irticle 7 has always boon within 
the powers of the ccntral government, For instancc, the 
civil law and penal code. In the case of Scction 3, we 
have beon putting that into cffcet torough the powers of 
the Reich. This meens that wo have three kinds of 
legislation, one where the legislative povcrs of the 
centrel government ere not ta be contested in any wey , 
the second, whieh is reserved in acherel for the federal 
State and then you hevc those in irtielc 7, 

MR. STBnukT: The ituns in Article 12 rofer to the 
power conteined in sarticlo 7, very laergecly? 


DR. BRUENING: Yos. 
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MR. STE ART: Insofar as tho fcedcrel statcs can pass 
fous In reletion to the subjects mentioned ina Article 7? 

Dx. BRUENING: Yes, 

WR, OTESART: So lone cs tho Rcleh has not made use of 
its povwors? 

DR. BRUENING: Yos, for instencc, numter 3, of Article 
7, wo have medo very Llittic use of that. In this vay it 
Simplifics the vwholc ecdministration ena does not go into 
too much dotail. 

“he STEWART: what we obviously refcr to am concurrent 
jurisdiction. Probebly it might be of assistance if I 
road who sist "Civil is, Criminal lew, Judicial procedure, 
including the cxccution of justicc, as well ns official 
assistance by one public euthority to another; passports 
end police supervision of alions, poor rclief end vagranoy, 
the press, the right of association, the right of assembly: 
problems of population, and protection of maternity, 
infency, childhood, end adolescence; public heelth, 
veterinary regule tions, and protection of plants agcinst 
Gisease or injury; the right to work, insurance end 
protection of workers end other cmployccs end cmployment 
exchanges; the orgeniz-tion of professionel associations 
extending over the Reich; the care of discherged soldiers 
end tncir adcpcndents; the lav of expropriation; socixlizetion 
of neturel resources end of cconomic unécrtakings, as well 
es tho manufecturc, production, distribution, and price 
fixing of cconomic goods destined fcr public usc; comnerec, 
weights, end mcesurcs; the issuc of peper MoNcy; benking; 
stock, end producoc oxchenecs; commerec end chedaseres 
end food luxurics as woll es in commoditics of daily usc; 
industry and mining; insureanec; maritime commerce; ducp 
sea and coast fisk. rics; rialways; intcrnel navigation, 
motor treffic by lend sce and eir end the construction 
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end ¢cincmetographs,.” 

THS CHATRMLN: Thet is rethcr a long list, 

COMMISSIONSR MacKiY: ‘hat Artielc is titty Mise Soovert? 

MR. STE ART: It is irtielc numbor scven. I think it 
is nocessery to rcfer to irtiole 12. So long as the Reich 
docs not meke usc of its power of legisletion thc state 
shell retain its right of lezisletion. This docs not 
refcr to the power of legisletion vhich is cxcLusively 
given to the Reich. It would apoly to trticle 7 ana 
not .rticle 6, those are the cxclusive powers. 

DR. BRUENING: Yes those ere . Ox¢lusive, 

MR. STEWART: In dcoaling with specific topics in this 
list, Dr. Brucning, would you tell us whet has becn done 
under the porcr of reguletion concecrning health? 

THE CHLIRMAN: By the State or tho Reich a both? 

DR. BRUENING: ‘ec heve an administretive body, alse 
exicting under the Bismerckien constitution, which was 
Wery larscly risponsible for teking mcesures in order to 
avoid epidemics, for instconc.... ¥ou tren, of course 
roetiom Se s0urticol: /9 

MRe STEVZRT: Yes. 

DR. BRUENING: “‘¢ elso nave e lew Leyings dom certain 
principles for the > ottcrmcnt of our vctcr’aary service, 
the protcetion of plants against discase or injury as 
well as othor things in that eonnection. 

MR. STH.ART: Had the Statcs passcd eny laws relating 
_to these subjects? 

DR. BRUENING: Yos, eiministrative legislation, to 
cerry out these main principles laid down in thc Reich 
lesislation. 

COMMISSIONZTR aNGUS: Might I amplify tet, if ths Reich 
is doaling with somc diseaso, it would still ve opcn for 


the states to deel with some other Aiseaseo,. 
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DR. BRUENING: Oh ycos, very oftcn we likc to weit 
Whilsc the fcdcral stetcs arc cxpcrimonting with somc now 
line to sce hay these cxpcrimcnts turn out. Then, wo might 
introduec Reich lcgisletion to makc thet cffoative over 
the vholc country. 

THE CE.IRMIN: Did you havc, under the Bismarckian 
constitution, hcelth insurencd? 

DR. BRUENING: Yes, but all thosc social institutions 
I have not yet spokcn ebout. 11 social security lozislation 
hes, from the very buginning, bocn in the hends of thc Rcich? 

THE Cratakin: “hich Icgisletive vody passcs the laws 
in rclation to trade disputcs, botweon cmploycr and cmploycc? 

Di. BRUZNING: The Reich. 

tos Voip NS Ol) cucstions rclatin; to industrial 
disputcs arc in thc hands of the Reich? 

DR. BRUENING: Ycs. 

THE Chins: The tas becn so sincc the Bismerckian 
constitution. 

DRs BRUENING: Wo it wes onlv covercd ia dutail Unacr 
the “cimar constitution. 

Mk. oTE<ikT: Minimum wage lews, have tucy bucn in the 
hands of the Reich? 

DR. BRUENING: “°c ncover dcalt with that. 

MR. STE 237:  Markcting lays, the regulation of priccus? 

Di. BRUENING: Yes, we havc done that. “ce neve * milk 
merkcting systcm which wc have introducca OY decrees; Ve 


could have donc it by Reich law. 


MR. STE LRT: To whet cxtont has that powcr been used unde 


the “cimar constitu* ion? 

DR. PAVING: eo introduced tie milk hiorketin« board 
wnaich still ts in cxistcnec, Then, of cours., we have the 
power under the Reich by way of inl legislation to intro- 
ducc a law for the stenderdizetion of agricultural products. 


; Hovevor, an OPUCE. tO 20 vat more GuIOkKLY, wo introduccd 45 Dy 
acerce, a , 
sal (Pase S715 follors) 


‘aah 
‘aa ee ct - | 


} | ATA Siu ee au raat aoa i 
pebsoranett oat: ponte oe tape and ose eceaiead “we vig f 
"be Dals Liatos ut puswven ‘ae nae eh oti omar: 
ish “aot tustt seme. ‘rant a 


0) ee 


ott md dive quid vas snes vot suites] erage Oe OG 
aA dane a 

oe dope aid a pout moe ae: na 

nano ane Te. nothskun on one, veto pucks vain +TAk ere ns Li es ra 
hike owas ar: deee nee iviail oe 308" “pace Py: aa | 
‘aopaesn ve, Beoubond at Se oll ot ag bate mod eee abvedaan B { 
| anal ‘dp hot, We, $% ated ovedt ‘bLyoo | 

thew poew need art tect Sen oes ite ci staat ene Gh hs 
Pi | ‘one fughtonop mamta” "4 a 


trelebe he. bale eee att haloes sent oF DASH <A 

me! it dS OMe nition 2 nod det aks 3 “eb ‘ceive cater 
ah; gion a 5, Aaa SORT 

watouborg mt | orn thee achieutsia poste oat tot wal # an 


re eG Srcuimiited oak ie risabiee oma. oo ob 3 aye nt pare 
Ve RAN Ut ear es ne Sea on 0, 


wis EOE oy 


3715 


AFTERNOON SESSION 

The Commission resumied at 2.30 P.li. 

THE CHAIRMAN; <All right, Mr. Stevart. 

MR. STEWART: Just before lunch, Doctor, we were 
dealing with two or three specific subjects of lesislation, 
and we had touched on health lswislation, trade disputes, 
minimum wages, marketing, and price control. There is 
another subject, housing, How is that? 

DA. BRUENInG: I will sypcak first on the financial 
part of the housing problem, and state that -ith the help 
ef public funds it was regulated by the laws of the eich, 
and the federal states can pay as they like, but the 
Major portion of the whole housing in those years have be«n 
Gone with the help of Reich subsidics. Workmen's dvellinos, 
the size of the house most suitable and the type of house 
for which the Reich was prepared to zive financial aid 
were prescribed. 

MR. STHVART: By the xeich levee? 

DR. BRUENING: Yes. 

MR. oTsvART: And the financial subsidies for such 
housing was provided by the xeich? 

DR. BRUENING: It wes originell:; provided for by the 
Reich: The Reich had introduced in the oudset a certain 
sum; but the major portion of ail these subsidies came 
from a special tax. This tax, was a tax which vou -cculd 
have only after total depreciation of the currency. If 
a house owner had e mortsese on his house to the extent 
Of COa per cent, the value of the nouse rose enormously a 
the end_of ‘the inziation, end was wi thout debts. There 
was en increase in the householder's vealth end therefore 
we were taxing what ve resarded as an unearned increase 
of wealth. Fifty per cent of the revenue fron trese 
taxes was used for the fedcral states and municivalities 


for general financial nurvoses, and fifty per cent was 
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used by the Reich until 1931, when there was a change 
for Fousing purposes. 

THE CHAIRMAN: of course, Ir. Bruening, that method 
of raising money for housing in your casé did apply because 
Or the intlation? 

DR. BRUENING: Yes. 

TH: CHAIRMAN: And the resulting increment in value 
of the owners reel sstate? 

Di. PanURAING: Yes, except in two federal states in 
the south. The farmers sot rich at the expense or the 
mortgagees during the inflation, and did not have to pay 
their taxes. It was only < tax for urban property, and 
there was only @ reveluation of the mortgages to a maximum 
of 20) per cent. 

THE CHATRMAN: I supoose the farmers did not odject 
to that? 

DR. BRUENING: No. 

MR. STEVART: I notice article 14 of the Weimar con- 
stitution provides national laws shall be executed by the 
authorities of the states, insofar as the national laws 
do not otherwise provide? 

DR. BRU:NING: Yes, 

MR. STEWART: How did you find thet provision worked 
out in practice, Dr. Bruening? That seems to be a sever~ 
ance of the legisletive from the administrative? 

DR. BRUENDIG: You must realize our wnole system in 
Germany is sr tenes the Exglisk system. That is, 
the edministrative was always separatc, and I may say that 
the administration had ea greater power. “c had the home 
offic’. communicating direetlyv with the mayors of the towns. 
There were provinciel edministrative institutions which 
were interposed between the ministry and the mayors of 
big towns, or the district commissioners for the rural 
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the war that laws passod which wre rclating to any form 

of administration, over which the Reich itsclf had no 
administrative institution, were carricd out by the 
administrative institutions of the fcdoral states. You 

asked mc herc, that is enothcr cmcrgcncy moasurc. For 
instancc, the tax laws as you romombcr, were aftcr that 
dcercc practically carricd out altoscth-r by the Reich 
administration. Thcorce was prectically no. tax edministration 
of th. municipelitics and tho fcdcral statc Lift. The 

social sccurity administration wes left to local administration. 
If the Reieh passcd a law say about ths marketing berds, 
that law had to be cerricd out by the administretion of the 
fcdcral statc, ovceuse ths Reich governriint had no adminis. 
trative bodics, thoy would gct their instructions from 

the Reich administrator. 

THE CHAINMAW: I suppose it would be somcvhat similar 
to our eriminal law? 

Moot errs LOS 

THe CHAIRMAN: “hich is passud by the fcdcral parliament 
whiea hes jurisdiction under thu Act ovcr sriminal lav, 
but thc administration of justice includins the criminal 
lav is by the provinco? 

Vie ClMbnith Co sev 8 phase of 1t in the Fisnuriie 
dcpartment yosturday. 

TAR CHAIRMAN: You mcntion eortain laws dcalinz with 
Leow, but you Go not mntion thc hours of labour. Has 
there bocn any legislation, or will you come to that latcr? 

Mt. STE.AiT: I did not havc that on my notcs, Mr. 
Chairman. 

THE CiATRMAN: I was wondcring whethcr you had any 
lcgislation in Gcrmany as to the hours of labour, and if 
S80 wag it legislation of the Rcieh or the statcs? 

DR. BRUENING: We had legislation introduccd and cn- 


bodying the viashington agrecmcnts, and tho national labour 
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officc in Geneva. 

Our lav limits the total numbcr of hours of work 
for a ycar for ovcry workmen, and the law lcft thc arranging 
of the dctails to the ministrics in tho fcdcral statcs, 

& somcwhat similar systcm is in cffcet in’ Franec , whore 
the prefcot his thu risht to adovt it for his own dc- 
partment following thc local nccds. 

COMMISSIONER McIZAY: You Sey, apply 10 in’ éctarl.e 
Do you moan, Dr. Brucning, th re can be diffcrcnecs in 
the hours of labour in tha Samc incustry in difforcnt 
parts of th. country? 

DR. BRUGVING: Not in the totel numbcr @¢ hours por 
yoar. 

GOMA-ISSIONER McKAY: But in tho nunocr of haurs per 
cay, wock or month? 

Dae BRUE ING: Yos. Take the cxport industry in 
Germany, that was an old struggl.. Our uxport indw try 
very oftcn vas only able to comp.te vith other countrics 
because of quickur dulivury. Tucy had to ¢wisult first 
their council of workmen in cach manufacturing industry; 
then thcy had to avoly for a mediator weo was appointid 
for zll provinecs and statcs for discussions bctwoon a 
ctiployces and omployors. Hc was an impartial man apoointcd 
br the government, but ho coulé Sive his conscnt to the 
workmcn ts cownei?, ther they gould work 54 hours per wock 
instcad of 48, However, at the cna of thc ycar thcy wore 
pcnalizcd if thiy had morc working hours than tho maximum 
undcr the statutc. It gave a eccrtain PLeeieLlisy foe 
ccrtain industrics undor ocrtein cona@itions. That hapooens 
ee wWholc Europcan lesislation itn somc way or other. 

MR. STSVYART: That is charectcristic a@ the Huropcan 
legislation, is it. . 

DR. BAUBSTNG: Ycs. 

MR. STEWART! Nave you a regulation as to the weckly 
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day of rest? 

DR. BRUENING: That is a very old onu. 

MR, oThéaT: That is the Rvich? 

DR. JAUENING: Alvays. You mcan rest on Sundays? 

MR. STH ART: Yes, or if it cannot bu Sunday, for 
Song Boason groothcur thon enothor day of the 1ck? 

Daa EnVUeN IN: (Yosaa! Iimight also montion that for 
a few Sundays the shops crc allowcd to roumein oncn, and 
it is regulated by the Reich Ministcr of Lebour hot many 
Sundays a storc srall bo kupt open, ard undcr whet oxtra- 
ordinary conditions pvoplu may b* scrvcd in shovs on Sundays. 
Uy recolleetion is thet thoy allow six or scvon Sundays 
ima yoar, but it is lcft to the fcdcrel statos' government 
te say whet Sundays. Some pcovl< profer to have throc or 
four Suncays bcfor. Christws;s, and othcr at mothcor timo, 
Gre Ln Cepa nes on,/ Loco) customseand The cersving -outsofitues 
dcteilsi is icft to the federal stetus. 

MRecelo£at: You stets! theudimiteti on. of the bkours 
of lebour was pursuant to th. “asiineton Convention? 

Dite, Baus ese, oe Voss 

MRe STEWART: «as the wockly day of rest vursuent te 
that? 

DRe GAUTNIeG: «NOs 

GOSMISSIONSR SinO0Is: It was very old, it 1 cunt bvack-to 

the days of Bicwark, 

DR. 2aUeaNILG: Wes. 

TEE PEATAMAN: Did Ccrmeny implemnt the convention 
of mininium wagcs, and intcrnational lebour offices? 

DRe Laut INeG: No, our Labour Tradc Union pcople ware 
alvays against the minimum wage bceausc they hed found 
out in former timcs in ocrtain parts of Gcrmany minimum 
wagcs in practice became actual waccs., Tacy did not: like’ it, 

MR. sTE“ART: Can you tcll us something edout the 


method of handling unvmployment rclicf in Gormeny? 
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PR. SRUENING: Wo had bccn oxpcrimcnting and trying 
to roarrangc ourscolvcs to changcd conditions, ruperations 
and SO on. Originelly uncmploymcnt rclicf beforc the ~ar 
was mainly a function of thc munieipalitics. It was 
partly on the basis of poor rclicf. This was chen cd 
afterwards, absolutcly, and we had a systcm ‘here the Reich 
governmcnt and the fcdcral states vere giving the municipal- 
itics a evrtain amount in subsidics to pay for thc eost of 
uncmployment relicf. Then in 19°27 wo introduced wicsploy- 
ment insurance, «as that vas outverdly a vory prosporous 
ycer unfortunately most of the pcoplc lost their heads, 
end thous.t the time was ideal to introducs unzuployment 
imsuranec, sven to put vy a ecrtzin fund. ‘Thun whon the 
erisis eamc it was shorn very soon turt unemployment 
insuraneéc could not be carricd gut ind2finitcly, but they 
sere aecttines it for six morths and then in ordor to save 
thc financial basis of the soeial sceurity institution, 
people were only undcer uncmploymcnt insvurancec for six 
month®. “hcn wo got @ sccond sysium = aftcr these twelve 
wecks the mcans' tcst camc. Lhe benefits vorc paid roughly 
as follows: Onc third by the municipalitics, onc third by 
the fcdcral statc and one third by thc Reich, end srtor an- 
other thirty wecks or more thet then dropn.d -ltogcther, and 
they ecit pack to tho municipalitios, whieh had to support 
thom for tuc rost of the aa 

THE CHATRMAY: Has that continucd to thc proscnt dey? 

DR. URUENING: Yes, it has not changed very much. The 
funds for uncmploymcnt insuranec arc, as cvorywher., portly 
raiscd by the workm%n end partly by the qaploycrs. 

THE CHATRMAN: And pertly from the governmont? 

DR. BRUENING: <A very @mrll emount. In 1927 ths govern- 
ment contributed a cortain smount to ercatc a rescrve fund , 
I suppose if wo had started slowly and hed only skillcd 


labourers in unomployment insuranec, ve would havc becn able 
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to carry it through, but heving all tio proplo in it et onec, 
it lcad to many abuscs. 

MR. STS ART: From whet body was the uncmploymcnt 
relicf administcrcd? es it Roich edministration? 

DR. BRUENING: Yos, the ecntrel administration bcing 
umcr the specisl control of tho Ministry of Labour, but 
not being prri o tho Ministry of Labour, th. prosidont of 
that body hed an advisory couneil clcetcd by tho cmployccs! 
ead tho cmploycrs' association, and he sevc his instructions 
to the Arbcitsun:cisc. The labour cxchanecs wore also distri- 
buting the allocation of rcliclf mo tly and they, wore trying 
to find placcs for “ork for thosv poople and also to heve 
than undcr cortrol. 

fee CHAP: Greta. le bour Waclengcd under thy 
geich iinistry of Lebour? 

DR. s.lnsING: Yos, but these vorc not reel civil 
servants. Thy vorc poopls who had bccn in the administrative 
work in bis offiecs, Tradcs Union poopls, precticel pcopl.. 

Ts" ChAIRMAN: As I undurstendé it thu administration 
was frem thc labour cxchangus, but in a largc importent 
ecntre they had an edvisory committcc composcd of both 
orploy lcs and cnploycrs? 

DR. sRUSGING: Yous, Mr. Ohairman, 

Tro CRATRURN: Wheat acre the dutics of tht advisory 
commit toc? 

DR. 3RUENT#G: Thcy should heve pov.r to find placos 
for uncnploycd peopl. end to adviss. tham evout the financial 
situation, 

THe GisTRMAN:; Who .ould ehcek up on the question of 
whether aman who had .ouc off uncmployment insurencc bo- 
eausc the poriod had omircd, ead it cs indieatcd he cid 
not havc ricans to support himsclf, and sought uncmployment 
aid which would bo edninistcrcd from the la bow uxchange? 


Who Doctor, ehcckca up on the means tost cs to his adllity, 
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wes dt the acich officiecls artho edvisory commit tcc? 

DR. SRUENING: No. That was by. the officials end they 
workod vith tho Hcelth Ministry sadministrctors or the 
police, to asccrtain whethsr ho vas runlly in ncvcd. We 
heve never como to any ical solution of thet, «nd my por- 
sonal vicw is that if there «crc battcr times and you ° sa 
a chence to build up resv.rve funds high cnough to moct any 
domends for uncomploymcnt insurance, the thsole control 
should be given to thc Tradoc Unions. We eemc t the con- 
el'nsion thet our Trade Unions 7ere the best econtroll.irs 
of tho qucstion es to whceth:.r or not ~ vorkmen was in nocd, 
Take for im tanec in the building trado, if a workmen vworc 
lezy it would be known, and it ould not be oxpoctcd that 
he would look out for work. is I say thusc pooplc zould 
know thet end thoy vouid tco}l the applicant that he rould 
6ut) nor furth.r :uncaployment help.) \\Thcerc must bove: vrory 
high scnso of civil responsibility, othorvise it docs not 
work.) it worked in Bolzium: and I think if you have 
responsible pooplo in chergc. it workesycry well.) Thosc 
responsible for edministretion find out if the porsaon is 
in necd, end if he is lezy by naturc; however this is a 
question which is vory controversial. 

THE CHAIRIILN: I suppose when thore is en uncmployment 
schomc in opcration thc workmen is intercstcd in sccing | 
that tac workman who is not cntitled docs not gct the buno- 
fit, 26° ier? Or, cdo you find that optratcs? 

DR. BRUENING: Yos. I om speaking as regerds unomploy-— 
mont insurance - the frst tiat a man trics to find work or 
f0;8 nod? CTelisonotia cucstionwof thc moans toster- Tia 
Starts only if hc is out of uncmploymcent insurancc, and 
eomcs into the rclicf systim. Onc point about uncmploymcnt 
insurance is that it is ebuscd by big corporations. To 
illustratc, a company in castcrn Germany tes ea lergo numbor 


of workmen; they usually try to kccp thoir workmen during 
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the vintcr. They have a long wintcr in castcrn Gcrmeny 
and the compsnics have found that thcy een dismiss thcir 
workmcn end the ;orkmcen get © ccrtein period of uncmploy- 
mont rclicf, and the compmy snxves wegcs for thc trhole 
wintcr. There aro ccortein companics tho ers only vorking 
at tyenty or tvonty-five por ecnt of thoir cepacity. That 
mcens thet they arc losing moncy instced @ meking moncy. 
snerefore, they: scy ict us closc dotn our fectorics erd 
Our Torkmen Vill be on the. dolo, 

COMMISSIONER ..G05: In connection vith the insurrnce 
promiums frre thir. different rates encrecd in accordence 
vith the diffcrort risks involved? 

Die suv ana: No, conutridbutioam cre in proportion to 
the wegese 

COMMISSIONER ..NGUS: If one irftustry did show - ercet 
den] oF uncuployment ~ovld the peopic in thet industry pay 
highcr ratcs? 

DR. BRUENING: Unfortunrtcly nc. 

COMMISSIONER £u0US: You tkiux unfcztunetcly no? 

DR. SRUENING: Yos. Tho mincrs end stccl «orkers 
vould contributo to the building workcrs, whose rork is 
scesonel. The wholc mistekc ters thet wo took scesonnl 
tredos,es wo cell it, into the uncmployment iosursnec, It 
ges too grcat oc risk from the puroly finenein1l point of 
Pics, end Moa vist prople end th: Tredc Union lowdcrs 
oc OPO E NSS 1 — 

MR. STE.ZRT: Were canpenics incor vornted undcr tho 
fedorel statos' levs or the Reich leis? 

DR. DRUENING: In csoncetion vith the incorporation of 
companics thc edministretion parties by th steto offielels. 

it ves donc unucr the Reieh Inw end the vhole was unificd 
by the sich, There was 2 law in 1961. 
MR. sTEVART: I supnvosc thet compenics in making ecnnual 


Feturns only hed to mekc rcturns to the Reich. 
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DR. BRUENING: Thcy hed to publish it. You mcen their 
normel belence shcct, snd so on? 

Mike Slovene: (LCS, 

DR. BRUENIN:: But sinec tho lav of 1931, they hed to 
usc stenderdized balanec shccts of public companics, =nd 
ve founc out if wo hed hed thet before we would havo fore- 
potcn the eriticeal situetion in 19<7. is th re ras no 
stendardizction many big benks “nd meny big corporations 
xorg really able to misload nublic opinion and cvcn tho 
government officicis enw the whols govwrnmont, bur sines uhin 


they cannot do it eny longer. 
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MR.STZWART : And for taxation purposcs thoy made 
their returns to the Roich? 

DR. BRUENING: Yos. The corporation tax was a Reich 
tax. 

MR.STEWART: Dr. Bruening, there is a scetion of 
th. constitution to which I want to call your porticular 
attention and that is article 109 which doals with wh:t 
are termed in the English transi.tion "Funésmontal Kights 
and Duties of Germans". 

Dit. BRUENING: Yes. 

MR. STEWART: I would like you to give your views 
as to the value of such an article and after that whether 
you think it would be more valuable in different wording, 
fhat is, if it wero worded differently, or if it had a 
differcnt content. 

Dei. DRUENING: Of course you huve a whole lot of 
articlcs in that chaptur. 

MR.STEVART: Yes. That is so. Thc wholes of chapter ll, 
practically. 

DR. BRUENING: nd cspocially 115, 116, 117 and 118. 
These are the fundamental articles. And 119, and so on. 

MR.STZWART: It practically runs from 109 to 165. 
Does it not? 

Di. BRUGNING: Yes. 

MR.STHVLRT: The gonoral title is "Fundamental Rights 
and Duties of Goruuns"* 

DR. BRUENING: Yos. I think the formulation of most of 
these urticles was quite efficient. Thero were porhaps, 
too many articles and thore was much declamation. The 
point is that the limitation of these fundamental rights 
by articlo 48, if you will take that vcr; important 
Articlo 48 and perhaps be so kind as to read it in anglish 
to tie gontivmen, you will sec what it mcans. 


MR.STEW RT: Yos. Article 48 providos: 
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"If a statc fails to carry out tho dutics 
imposed upon it by tho national constitution or 
national laws, the Prcsident of the Roich may 
compel performance with the aid of armed force. 

If public safcty and ordor be scriously 
disturbcd or threatened within the German Reich, 
the President of the Reich may take the necessary 
moasures to restoro public safcty and order; it 
neccossary, with tho aid of armed forcc. For this 
purpose ho may tomporarily suspend in whole or in 
part the fundamental rights enumerated in 
POR Gn LIA 11S LET lie y 125), Led and Toa. 

The President of the Reich must immediately 
communicate to the Reichstag all mecasuros taken 
by virtuc of Paragraph 1 or Paragraph 2 of this 
Article. On dosuand of the Reichstag these 
measures must be abrogatcd. 

If there bo dangcr in delay, the state ministry 
‘ay, for its own torritory, taso such tomporary 
measures 28 ars indiestcd in Paragraph 2. On 
demand by the President of the Reich or by tho 
Reichstag such measures shall be abrogated." 

DR. BRUENING: There is still anothcr sentence in 
that article. 

MR. STEWART: "Detailed rogulations shall bos 
preuseribod by a national lay." 

DR, BiSTENING: You sec, tho whole point, why it was 
possible afterwards to suspend thsse articles pormanently 
was largely based upon the fact that detailed 
legisletion about article 48 has acv>r bean made by 
Parliament and by the governmext, and the courts 


had nover given any intcrprotation to article 48 
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until October, 1932, whon thoy dccided that tho doeroc 
of President von Hindenburg was in a moasure taken 
quite clearly against tho constitution. That was the 
first time the Supreme Court had dared, or had found 
it advisable to give any interprotation. The whole 
article 48, even if thero had not been any law interpreting 
it in dctail could nov have boen so very dangerous, if 
it was not connected by an intcrpretation, with tho 
dissolution of the Reichstag. This whole Article 48, «as 
well as the Article giving the president tho right to 
dissolve the Reichstag is clearly for an cmergency. 
There is no doubt, that if the prosidont makes use of his 
powers, oven for a timc, to suspond the articles about the 
fundamental rights, they shall be permanently under the 
control of the Parliament. But, if President von Hindenburg 
in Juno, 1931, had advised its dissolution before the 
Reiechstrg had a chanec to start its discussions, it 
made thc control virtually impossible and by that time 
destroyed the whole legal effect of the constitution in 
1932. If the Reichstag had a chance to mect in the 
summer of 1932, or in the Fall of 1932, it would certainly 
have passed at once a law cancolling the decrees of the 
president passed in June, 1932, because they were mostly 
unconstitutional. Therefore, I do not think the failure 
of the Weimar Constitution was in the definition of 
these fundamental rights, they wore quite sufficicnt in 
detail, it was by the uso of artielo 48 and tho article 
giving the right to the prosident of dissolving the 
Reichstag in a way which was certainly against the spirit 
and letter of the Constitution, 

COMMISSIONER MACKY: If I may ask a question herc, 
Mr. Stewart, I assumc that tho constitution could not 
be ploaded in a court of law to invalidate any of these 


deerecs, quite unlikxo the .mcrican Constitution. 
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DR. BRUENING: No, quito ea diffurcent systom. 

COMMISSIONER MACKAY: You have no systom, roally, 
of judicial rights ovon as against tho cxccutivo? 

DR. BRUEWING: No, but you could plead before 
that part of the Suprous Court which was called Staatsginchtarg 

COMVUISSION=SS i: CHW: But, tho individual did not have a 
risht to go thore. 

™. LRUENING: No, only the fedoral states. 

No individual could plead beforo the Staatsgerichte 
but ho could plcad in certain circumstanecs before the 
Supreme Court, what I might call the Civil Departmont of 
the Supreme Court, if by any explanation given to an 
articlo of tho Constitution he might hive suffered personal 
harm. ‘ 

MR.STEWART: Was the control er regulation of the 
sale of sceuritics a mattor that was doult with either 
by the Reich or the Federal States? 

DR. BRUFNING: Originally it was .bvsolutely by the 
fodercl states and elso the control of ths stock e change 
and so on. We had certain laws before the war, regul: ting 
from tho point of view of principle e.rtain aspects of 
the sale of sceuritieos and stock cxcu.nges, but in 
detail the control was made by the fcdcr«l states. Then, 
afterwards, in 1931, as I nave mentioned alre:.dy, in this 
doeree which changed the whole legal status of the 
limited companies, you would say, corporations, and so on, 
the Reich has regulated in detail by decree the sale of 
securities. I do think that under present ecnditions, as 
the financial economic situation has devcloped in nearly 
all countries, one cannot avoid a centrzlized regulation 
of these matters. 

MR.STEWART : Whon you were speaking this moming, 


Doctor, you referred to a roduction in the tax on land 
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of 10 por cent. 
DR. BSRUENING: Yes. 

MR.CTEWART; In the land tus. Has thorc bocn anv 
movoment toward 2<:lisving land of the burden of tixation? 

DR. By N2IG;. Oh yes, i mcan to say, thet was not 
the only rolief. Wo left, -s I montioned this moming, 
agricultural income u,- to the auount of 6,000 marks,free 
of income tax, and wo froed an agricultural business 
turnovsr of 2,000 marks from the sales tax and the 
gancral tax on wealth. We inecrca.s.d the tax free size 
ef fortunes to 20,000 mirks, so the bulk of tho small 

caisants were in fact paying only ono tax. 

iis STEWART: Trio land tax was tho only tox. 

DR. BRUENING: Yos. 

MR.ST#VART: But, wae there any tendency to rocuce 
the amount raised from the land tux! 

DR. BOUEZNING: Yos, by decreasing it first to tne 
degree of 10 por cent, and thon making it impossibis to 
raise it witil they riisoc .t the same time the head tax 
and the tax on bevoresos. And thon we distributed for 
a time part of tho income tax for tho years 1381, end Lae 
on the key of the c.les tax. That meant t:king tho 
population und tho uxpenciture for social rolief as a 
besis for distribution. The rurol communitiss nceaded 
more grants from the income tas then they normally would 
have reevived on tuo basis of population. Then we gave 
the fofcorel status a certain amount of money too, to 
reduce furthcr the lind tax. Our whole iuca was to tke 
the rural community only, responsible for pane 8 UN LNG 
necessary expsnditures, no* to tax thexc cor genoral 
purposes cxcont “y indircet taxation. We wanted the 
peasant, tho famer, to ve absolutely able to have a clear 


judgmont about his whole taxation position and the revenue 
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and expenditure of his rural community, and wo eame to 
the conciusion that that was tho main solution of 
agricultural problems. That moans to Say, granting a 
certain stability. The other solutions wo had to have, 
of course, wore omorgeney solutions, but this should stay 
permanently. And we thougit that a large p-rt of the 
public exponditure ereated by the rapid iner.:gse of the 
big towns could not bso plocud in any wey by eoncral 
legislation as a burden upon the rural community. ind we 
hopsd that in that way by deere sing generally the 
tization on cgriculture we might be able to do away,after 
1932,with all omergency legislation to save agriculture and 
to put them back upon a safe and sound economic basis. 

THE CHAIRMAN: Was that to increase agricultural 
production? Or was it because under the then existing 
conditions the price of «-ericultural products and the 
amount of tuxation, agriculture was on an uncconconic 
basis? | 

DR. SRUENING: No, it was rather 1 measur. for the 
future. You must realize that we had stabilized the 
price of our produce at a level which was about two and 
a half times the world market lev>zl during theso years 
of depression. If we had not done that, the whole 
structure of Gormany would have broken cown. But, we 
were quite cleir cbout it that thet % .ia not be 
advisable to do permanently. Ws do not believe in any 
artificiul permanent stabilization cf agricultural 
products at a very high level. Ws were locking for the 
+ine when trado bacriers would have becn Lrought down so 
that it would have been possible for Gormany to come into 
closer customs union with the countrics of Western Europe 
as the beginning of a big movement with the other European 


Countries. For thet reason we wanted, when th. time of 
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acute omorgensy waS ovor, to alloviate ths burden of 
tax.tion on agriculture to suen an uxtcnt that the prices 
could go dovu for agriculture, bceauso thoir cost of 
production, as regards th: burdon of t2axction, was 
decreased so very muci. <Anc, therefore, woe ¢ut the rato 
of interest to = wczree On lands and scvorythinge and in 
® year and a half w: ata the cost of agricu.turo very 
largely and we might isve.bo .n -bdlo then to ¢ive up stop 
by step all the artifici-1l measures which we had takon so 
far to keep un tho price of agricultural procucts. 

THS CE IRWIN: You wuntionsd that you ducreasod ths 
interost on mortgages? 

DR. RRUENING: Yos. 

THOS CHAIRMAN: Wes that by deercef 


Dr. BRUENING: Yos. That was in tio fourth moijor 


decrcs. 
COWL SSIONTR AIGUS: The Vormogenstoner applied to 
genurni property? Was it ar annual levy on general 


proporty? 
DRs BRO NIOG: Tos. 
COMMISSION ANGUS: Of all kinds? 
D2. BPUENING: On all kinds of property. But, with 
20 ,000 marks of Vermogcn free of this tax you had tho 
bulk of the scall poasants not paying that -- after these 
decreos woru put into force. It was not possible to 
do it in six months, it took txo yexrs timo, roally, to 
put thsi into pr.ctice. They tad, grictically speaking, 
only to pay tiis singles tax for the loezl expenditure. 
MR.STALRTS aS Tégards land in urban contros, 
not agricultrui land, “id the 10 por cent reduction 
apply to that 28 well? 
Di.. BRUENING; Yes. 
MR.STEWART: And also the balancing with other 


taxation? 
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DR. BRUENING: Ycs. 

MR.STHIART: Is tho basis of assessrcnt the actual 
scolling valuo in an urban roal cstato? 

DR. BRUENING: More or lcss, yos. Mainly sinec 1925. 

MR.STSWART: Sineo 1925? 

DR. BRUENING: Yos, mainly. Of course, you do not 
takc into consideration thc oxtremoc spceulative price 
of a cortain house or a piece of lana in a town. 

MR.STENART: What you might call tho normal solling 
price? | 

R. BRUENING: Yes, the normal, that is quite right. 
We call it the gcmcinwortheo. That is about tho same. 

MR.STEWART; Tho middle worth? 

DR. BRUENING: Ycs. 

MR.STEWART: You spoke ocarlicr this morning about 
tho distribution of income tax and othcr foms of tax 
on the basis of cortain keys? 

DR. BRUENING: Yes. 

MR.STEWaART: Would you mind going into that a 
little more fully, to indicate what factors were taken 
into considsration in building up these keys? 

DR. BRUENING: Woll, I take first tho income tax 
and the corporation tax. That was, of eourse, the same 
for both. Say, for instanco, the income tax collected 
in the statc of Prussia was 50 por cent of the whole 
ineome tax cheep in the whole Reieh, then Prussia 
got back 75 per cont of this half of the whole income 
tax ecolleeted in the Roich. And then Prussia ro- 
distributed to the municipalities. If I remember correctly 
about 55 per cont of the whole income tax refunded to 
Prussia was then agoin refunded to the municipelitics. 
‘And that wes based upon -- I cannot find a word -- we 


have a technieal word. I moan to say, how it originatod 
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in the municipalitios. I do not know if I make mysolf 
cloar. 

COMMISSIONER .NGUS: The place of paymont? 

DR. BRUGINING: Of payment, yes. 

Tri” CHAIRMAN: Tho soureo of payment? 

Die BrRUGNTING: Yes. And takc the town of Colognsu. 

Lut us assume tho tovn of Cologne altogcthcr colloetod 
105,000,000 marks ineome tax, thon 24,000,000 marks of 
wiis 100,000,000 vsrc left with thu Reieh; 75,000,000 
merks were refunded to Prussia, (Of course Cvlogne is 
in Prussia), then Cologne got trom these 75,000,000 
marks 55 per cent. I cannot work it out so quickly. 
What is 1t? 

COMMISSIONER DAFOl; about 40,000,000. 

DR. SRUTNING: «about 40,000,000 merks, yes. That was 
meirnly on the basiz of the total amount of locally collected 
income tax. Zach individual town in th.t way got back a 
cortiin percentage, differing in different foderal statos, 
of tho locally collcetcd income tax. But, as I mentioned 
pefore, Article 35 of the so-cillod Finanzausratz, providod 
thot vefore this 75 cer cunt wos refunded the fod ral 
states 2 eortain amount was taken away. It was perhaps 
~ltogethcr 150 mitiion or 200 million morks. And thoy 
were divided by quite other principles, not ca she basis 
of the local origin, if 1 my use that word, of the 
incom. t2x in the different fedcral states, but thoy were 
used to hulp tho poorer strtes. It nernt that those 
fodercl stetes liks Fenover, Prussia “ni Saxony which per 
head of the population collectud quite highcr income tax 
had to renounee a certain pest of tho income tax normally 
to be rofunded to thom and this was ro-distributed on 4 
very complicated key, taking into consideration the emount 


of population, not the amount of the wealth of taxable 
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income, but th. aetual numbor of popul-tion, tho oxpondi- 
ture for cducation and for wolfarc, for unenploymant 
bonefit and cverything liko that. And by that way the 
pooror states got a special grant out of tho poekot of 
the rich industrial states. and then tho selcs tax of 
eCourse, Wis sunorally refundcd to the federal states to 
a chan;ing amount that was not c:i.ays the samc. The Roich 
Govornncnt kept back the mejor portion of the sales tax, 
the rest was refundscc on the basis of a koy uai:ly based 
on the principle of the «mount of population in cach 
federal town and also on the amount of the special 
expenditure for uducation and for social purposss. 

COMMISSIONSR MAKAY: Lot oc ask a question here, 

Dr. Bruening. How didi they determine whether an arca 
should got back an additional subsidy or not? Did 

they dsutermine that on the basis of the revenue collocted 
sauret I moan, bev 4i2 they know an orca was a poor area? 

DR. EsvUINING: Well, of course, first of all wo 
now the budget of the federal states. 

COMMISSIONE:: MACi..Y: What test did you apply to 
Aoscidc whethcr cn arca was 1 poor area or not? Conevivably 
thoy nicht diffor frou your to year, might they not? 

DR. BRUZCNING: Jell, the tost was how far they 
had r.isoc shcir om taxation, the taxation which was 
lcft to tho foaeril states and municipcrlitios an. how 
far they had been able to eut down thir ox> nditure. 

You will find in the first major decrus very complicated 
standard rales. 

COMMISSIONER i.Ciu¥: Supposing . particular state 
did not apply all the taxes it could, did not reduce 
its expenditures as it eould? 

DR. BRUENING: That was definitely regulated in 


these decrees. You see, I mentioned also that Bavaria 
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which had a lower taxable income per head of the population 
than Prussia and Hanover and Saxony, tried always to get 
something out of this Article 35, but this was partly 
because they kept their own taxation, which was reserved 
for them at a very low level to become popular among 
their own population. And after part III of the first 
major decree had been issued they could not do it any 
longer, they had to raise their taxation which was 
especially reserved for them and their needs to the same 
level .s it existed in Prussia, Saxony and Hanover. And 
after that time we hed a clivar index of how their needs 
for these specicl grants for tho different federal states 
were. But until this obviously could come into praetice 
some of the federal states could produce figures Wuich 
made it very doubtful as to whether they wer» in need of 
help. This oart III meant really that alli the federal 
states had to collect their land tax and their business 
tax and the municipalities their ta:*s as well on a 
standard rule. That means to sy so Wany marks per acre 
of the same kind of soil, for inctunes, «nd we eould then 
see very easily with th: multiplier they used. If they 
used the multiplier five and the nei nboring country, which 
had very sound finance really, preferred to use a 
multiplier six or seven, supposing they asked for a grant, 
we could tell them we would be able to help them as soon 
as they raised their multiplisr from five to ble qmeyt: 
geven, but until they had done that we would not be able 
to help them. Is thet what you mean? 

COMMISSIONGR MACKAY: Yes. Then the central 
government, or the Reich, had diseretion? 

DR. BRUENING: Yes, but under a law. 

COMMISSIONER MACIAY: A discretion to determine 


whether a state needed ‘help or not. 
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DR. BRUENING: Yos. And it was vory difficult to 
pass for two yours this Artielc 45 about the distribution 
of the grants to the federul states in tho Reichsta: 
because the Rcichsrat people objected to it very 
strenuously. They said : “Why shall wo make a grant, 
supposing tao Bavarian Government do not want to get 
unpopular in their omm country and tiorefore do not tax 
their people enough and do not like to make reductions 
in the expenditures‘” But the Reichstag was very much 
in favour of this dccrce end thoy vanted very mucn to 
have it so that it was not possiblc to pass it in time, 
because it had to pass first to. federal chasbor and they 
always tried to sabotage it. Now, in passing it by docree 
the federal chamver had no right to say anything abuut it, 
but the Ruicustag wags very pleased. 

COMVISSIONER waChaAY: Thank you. 

TEE CHAIRMAN: Human nature does not sevm to be 
very different in Gornany than it is in somo places on 
this continent. 

DR. BRUENING: No.. 

COMMISSIONER “NGUS: Do you mean the keys had to 
be revised each time the act was passed? I mean, did the 
aet have a different koy or index used? 

DR. BRURTING: We had not to chaugo the keys every 
year and after all *his informetiorn had cxisted perhaps 
in practice two years all that kcy system would no longer 
be necessary. There was an claborate key system. 
necessary bufore and then we could say we would refund 
the soles tax on the basis of the number of population 
ang the income tex oa’the base of where it is collected. 
But, if you remember the first tnflation, then stabiliza- 
tion, which always menns 24 deflation, and then suddenly 


the reparations annually increasing, and thon an influx 
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of foreign loan monvy and then the contraction when the 
eflux startod, most nearly every two years those in 
Germany after the war hud to change the wholc fiscal 
policy not only in the Reich but in the federal states 
and municipalities and adapt it cach time. 

COMuISSIONER ANGUS: So, the key systcm was a 
temporary measure looking forward to a permanent measure 
on some other basis? 

DE. BRUENING: Yes, this first major dsersve has a 
law about the definite regulation of the grants to Eis 
federal states and iwunici:iities, which is very short, 
and will leave it to the government to reguiato it in 
the federal state. That would have meant we vould have 
had this elaborate system of keys abrozatcd later on and 
Stiok to a few mein principles to distribute the sles 
tax, giving the federal statcs the large amount cf the 
head tax, distributing certain taxes on the basis of 
the population and social nceds, distributirg the income 
tax on ths basis of the local origin sad distributing 
the alcohol tax ----- You were asking this morning about 
that ---- ora key which took into considvration at the 
same time the popviution, snd so the consumrtion. Tho 
production of alcohol was in the east and by that way 
the agricultural part of the east yould gst a certdn 
better treatment from the revenue of the income tax. 
Then, the problem was solved roally. Every community 
could then live quite well if they did not vant to be 
extravagant in expsonditurs. 

COMMISSIONER MACICAY: I wouid just like to follow 
that with one question: In your opinion do you think this 
system led to subsidizing uncconomic areas? 

DR. BRUENING: ‘Wcll, these areas would not have 


been uneconomic if it had not becn on account of the 
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absolute change of agricultural basis aftcr the war, 
you see. 

COMMISSIONER MACKAY: It was really, then, helping 
to save an important national industry? 

DR. BRUENING: Yos. Let me mako it clsar, for 
instance 60% of the whole industry of Silcsia was more 
or less vorked for the oxport trade with thosc two 
Prussian provincos which we lost to Poland, and formorly 
we had very low rates of tariffs in our trade with Austria. 
Silesia was practically blocked in in the south and west 
by Austria and the rost of the trade went to Austria. 
Now, when all these new states were grouped, they put up 
very high trade barriors, so the whole province of Silesia 
lost practically all tho market and, t>»orefore, we had to 
help them. 

MR.STEWART: Dr.Bruening, w:uld you tell the 
Commission something about the old age pensions and tie 
administration in Germany? Perhaps, you might say 2 
word as to the history of it. 

DR. BRUENING: Yes. Old age pensions and the insurance 
acts, disablement,was quite outside the vuaget, exeupt 
that sinee 1914 a second additional payment was taken out 
of the riso in agricultural customs duties to build up a 
reserve fund for it. It was begun in, I think, 1887 and 
worked vory well and the funds slowly accumulated. It 
was administered by the provincial bodies under the 
supervision of,formerly, the secretary of state ‘or the 
interior and afterwards the minister of Labour -- the 
Minister of Labour since 1919. Those funds since the 
carly 90's were given as first mortgagcs at a low rate 
of interest to workmen to construct their cwn houscs 
if they had enough savings to got their second mortg27c. 


So that they could start to build a house and have a 
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Small garden; and by that time wo had slowly dons away 
with all the slums in Germany, we had no more slums 
existing before the War, oxcept a few in Borlin and in 
Saxony. One must reolize, except for a very small amount, 
these funds vorc more or less lost during the inflation 
times because they had to be invested in war loans. The 
money spent for old age and disablement was not in the 
pudget. It was self-administered under public control, under 
governmental control, and the same was truo for the 
health insurance. We had partly local institutions, I mean 
to say for the workmen in the smaller communitics, wo had 
one such institution for hualth insurance for the ‘whole 
community. Or in big towns we had it based on professions. 
The painters had ono, tho buildors had one. Or, we had a 
system, for instance Krupp had for his big plant one such 
institution. Tho administration was so that it was besed 
upon the cleetions, the employers and the omployces ‘ere 
electing their representatives to that body, which, of 
course weit running everything on their own idea based on 
the need of self-administration wndor certain contml on 
the part of the govornment. That worked out in gencral 
very well, except it was a little bit abused later on 
end we had to deviso certain reforms, which we did, o£ 
those abuses. But all these social securities were not 
in the budget; they were self-administered, collectod 
their own revenue by percentage contribution ‘in relation 
to thoix wages. 

MR.STEWART: The funds were almost exclusively 
econtributod by th> vorimman and the employer? 

DR. BRUENING: Yes. 

THE CZAIRMAN: On what basis of division, Dr. Bruening? 


Fifty-fifty between the employers and the workmen ? 
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DR. BRUENING: It was cit?fsrcnt in the difforont 
institutions. For -nstrnec, in tho unomploymont insuranco 
it was fifty-fifty. In tho invalid insurance originuliy, 
ond old age pensions, it was ono-third emnloyve, vac 
third omployer and one third the Reich Government but 
that was again changed aftorwards. and, as regards the 
health insurance, it was changed from timo to tine to, 
but it was mainly basoc upon the princip lc that the 
major part in tho hvualth insurances aca to be paid by 
the omployces ané sho smaller part by the omploy-rs. 

So that was, practically spexking, solf-administration 
controllod by the state, but not boing part of the gonoral 
administration and running into tho budgct. 

}IR. STAIART: And not a burdon on ths budget? 


DR. BNUOMNIKG: Wo. 
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TE ChaaRiaci: I would just liko to roturn for a 
woment to the fundanental rights of citizens; I would 
like to have your opinion eas to the desirability of a 
aeclaration of fundamental rights. 

DR. BRUEuIVG: Well, I think they aro most import- 
ant. I would rather like the formulation to be more 
concise than in the Weimar Constitution. The question 
of how tiers fundamental rights should be treated ig 
quite a problem, cspecially in times of emergency. The 
lack of a clear indication, in Article 43, of these 
rights, vas the sain reason fur many things happening 
at a futcre date. inher, of course, there are certain 
cevelopments in tue modern, tochnicai worid which I think 
need regulation. THis 16 Clue, 3. Think, not only in 
the dictatoriui states but aiso in the democracies. 

Tuc telephone would be one of the things which would 
cone unasr that heacing, I think. ‘Telephone wires may 
be tapped, and circliistancos stich 2s these call for the 
formuiation of a new policy. “ormerly, the tapping of 
wires wae quite cifficult. s219 right of a private 
citizen to carry on a conversavion in iis own house 

is now very much in dargsr when you cun have micro- 
phones inetalled in cars aud rooms which are avle to 
pick uv this conversation. The French republic has been 
forced to introduce a law--it is not yet introduced--but 
they ars ciscussing it because in time of a currency 
emergeney some of the members are always trying to destroy 
confidence and create a new flight of capital. such 

a thing would certainly be the ruination of the whole 
country. It is a very new end very acute problem. 

THS CHAIRWAN: How would you meet sucii a problem? 

DR. BRUENING: I would givo an absolutely fair 


interpretation of those Articles of the constitution 
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which are safeguarding the freedom cf the press. How- 
ever, at tho samc time, thero arc thoso who aro willing 
to taxc action to destroy tic stability and confidence 
of a nation. | 

Personally, I lost hops that the Gorman courts 
would do anything; thoy always decided egainst the govurn- 
mont as a mattcr of principle. Before the war, cvery 
judge considered it to be his epecial duty to meko his 


Yinidince against the government. This same principle 


was applied when Cabinet Ministers verc brought befors 
the courts. Ths judge would gencrally say, “Oh yes, it 
is a very great orfcuces and you, as Cabinet Ministvur, 
must prove to us, what has boon said or written against 
you, is untruc." The man who is the offeider is not 
bound to prove it truc, Even if it was proven, then 
the judge a@uciarcd that it was cleerly proven that this 
was an offcuce bascd upon misinformation but it com- 
pictciy scrved the public interert that this offence 
had buon clearcd up and the mattsr pubdliencé. In this 
way there was uo cha:ce of cefcnaiug the honour of the 
Cabinct Ministcr or Reich president. 6 have vasa trving 
to intrcducs some organization into tic precs, vut we 
havo sO many c..trcnmos; tis extremc Right and Left, the 
Noei aud Gonmmuniet. It will be a ercat problem to try 
to introducc somc organization in that Ticla. 

It is difficult to give an impression of the special 
eurouasteatiecs which prevailed in tue Posu-.ar Geuiuany. 
Porgonally, I have no animosity towards tie prte*, out 
if the situation wore created whereby Canada haa twenty 
Communist acily papcre ena about lo Nazi celly Yapcis, 
you might find it quite a provlem with whicu to deal. 

THE CHAIRMAN: You wore going on $0 suguust Low 
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DR. BRUEING: You know, the mcdical proression 
hes a court of sonour which is found in most parts of 
whe world. 

1 CoATRMAN: ‘We have ono here, 

DR. BRUENING: We wondurceé if the mcdicel profession 
could do it on its own initintivs, if the pross could 
do thé same. By thet ricans it woult bc possible to 6x- 
cludc the pcopls whe purposcly w.iated to crcite a dis- 
turbance. Germeuny has folloiwet this systeon of not 
heving the Goveramcnt interfer., but of lcaving it to 
the Couneci of Honour four thc pross. Houcver, this ic 
regucatcd by the Ministcr of Prorcgandea, and thus the 
law opcratcs for aiste e adifforcut purposc. 

THE ChalRvaw: In a cusosrscy what would you say 
corcerning the question of the freccom of the prees, 
where there is danger of tat fracdom being <buscd, would 
you cliow that to be declt with by a court of honour 
composed of the membcrs of the pross? 

DR. BRUEDVISG: I do not bolisve in any regulation 
by the government. 

COMMISSION R AGUS: Isn't there, nowever, reguletion 
Dy TNC eovoraseet There? ‘For oc ostance, the mocrcal 


roicssion is « rroicesio.. which is not onc. to ths 


i 


public and is, to sume oxtent, ruguiatscd by Lew. ould 
you rogulate the right ot she public in the same way 
in regeré to the press? 

DR. BRUBMING: Fo. This dody of tis medical prof 
ession in Germany wis not in omy way intruiuccd by she 
State or roguletscd by legislation: It wae purcly «. 
Voluntary urdcrseking on the part of tls Coctore. Tney 
hove « king of chartcz; it is not the same ag that wich 
vou call e chartcr. I do not know how tc trausiato it 
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organization on tacir own initiative, they would have 
hea such a canrter, too. 

COMMISSIONER ANGUS: What I meant was that anv one 
could write for publication. 

DR. BSRUENING: If the court of honour dccided that 
he could not be a mombcr of thet union, tnen ne could 
BO On ouriuing Ge ac) Liked. 

COMMISSIOUZR AMCUS: Othcrwisc it would be making 
the press e closcd prorcssion, the semos as the medical 
profossion? 

DR. BRUEWING: Wo, it was not mcant to work like 

hat in prectico. What wo had wae an organization upon 
a vurely voluutary twsis. You could be s mombcer or iot, 
and you woxe froe to practise your ‘profession. Of 
courses, cvcery medical man dcsire4 to be = member of this 
court of horour as it gave him a roal social standing 

in nis prorcssion. 

THE CeAIPMAN: I presume you would have no objoction 
to stating thet whilc you believe there shoulc be as 
part of the fundamcntal rights of citizcons, sreedom of 
the press. This should always be subjcct to the general 
llawe of the land, and you believe that any extreme in 
publicity which might tend to Gisturb the peace or 
order and yet which dia not come yithin the Criminal Law, 
might be ccalt with by this court of honour composed of 
the membcrs of the press? 

DR. GRUENIG: Yos, on the basis of what we have 
boen Giecussing st the tirc wo had a court of hunour for 
the medical vrofossion. In fact, a majority of the menm- 
bers of the press ‘wanted this, tuctiscives. 

THR CYAIMMAN: Your comicnts and suagcstione ere 
against any legislative control of t'.c press? 


DP. ENUENING: Except in time or: war. 
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THE CHAIRMAN: I just wantcd to make sure wo undor- 
stood your view correctly. 

DR. BRUEKING: Yes. 

MR. STBHART: In the administration of the taxatim 
lews of Gormeny, arc there any indications that. they are 
being fairly administcrcd in spitc of political chmgeées? 

DR. BRUENING: Yos, i must say that this taxation 
cdministration which was introduccda aftcr the war and 
which was carricd to the upper possibility of constitu- 
tionel powers in this decrcec, ig working vcry well. 

MR. STEWART: Thero was just one other question, 

I think. In 1930, there was a financial readjustment bo- 
tween the municipal units and the fodcral state, they 
wore told what thoir income would likcly bc? 

DR. BRUENING: Yocs. 

MR. STSVART: Thoy were askcd to manage their ef- 
foire so thet they would kcep within this incomc? 

DR. BRUESING: Yes. 

MR. STEVART: Was the question of municipal bank~ 
ruptcy mentioned at thet time, or was there any imminent 
dangcr of that happcning? 

DR. BRUEVING: Yos, thorc wos thet danger. 

De. OTe Ares Ou isat Just diciouts Bo to) the 
xxtent to which th... was rcsortca to. 

DR. BRUENIZNG: You moan to scuy, bow meny sr 

MR. STHVART: Yes. 

DR. BRUENING: Most of our big tovms were in aangor 
of bankruptcy, but as « result of these cmergcncy aG= 
crecs, they were call brought into orccr. Most of the 
municipalitics, I do not speck about sone of the gmalicr 
ones, have put their financial condition into order. By 
the cone of 1932, the budget of most of the municipalitics 


wae goencrelly balanced. 
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MR. STEWART: No benkruptcics ineucd? 

DR. BRUGNING: No, none. 

MR. STHVART: Worcs thera somc occcsions where muni- 
cipelitics askcd for the appointment of menagors? 

DR. BRUENING: Oh yes, becauss they could not find 
a majority in their town councils to meku the necessary 
cuts in the cxponditurcs or to inercasc cortain revonucs. 
Gencrally, thig worked quitc well. It is on the besis 
of thic cxpcricnes that the present government hee issued 
new cherter regulations for the municipcliitice. of 
coursc, their administration iz more or less general, 
but, for pracvicar texction purposes, cv.rything thet hed 
becn cnbodicd in these diffcrcnt decrcces for the last 
two yoars, is now containcd in this chartcr. This he 
now bocoms & permanent basis, so that would indicate that 
it has worked very well. It has worked very well-~-in 
fact, the gcntloman who drow up this chartcr is now 
the Lord Mcyor of Leipzig and wes a cabinet nombcr during 
the period I wee im office. 


Mae COtaT ls Juet onc Lfurthcr question on that 


a ee Se) 


SOLate © Vices © aircetor is p2cGee 10) churec, of 2 mual- 
cinality which is in difficulty, hee he the right to 
control the tax ratc? 

DR. BRUESING: Do rou mean tac Coumissioucr? 


Tae CHATRMAN: Yoe. Is he, authorizcd by law, to 
fix the tax rete cud te dctcrmine the amount of the o7- 
pcnaiturcs? 

DR. BRUSNING: Well, yos. I meant to ecy, tiat the 
possibility for cppointing such commissioncrs was croc ted 
by this dcerce which I have mentioncd. It wee signed 
in August,.t the summcr residenec of the orogident. One 


of the moin cutice of this conmissioncr was to cut down 


the expenditurc:, not increcec the taxcs, bocause that was 
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generally automatic with this new system of taxation. 

THE CHAIRMAN: His duty was to cut down expenditures? 

DR. BRUEWII'G: Yes. 

situs CHALTRMAN: Now, I -rculi Like to have the bene-~ 
£it of your opinion on two or three points. You are a 
student of goverisent under the federal system, as well 
as of democratic institutions? You have delivcred a 
series of lecturss at Harvard and are about to deliver 
a series at Oxford, concerning governmmeit under demo- 
cratic institutions. Can you teil ue what you consider 
to be the most difficult factor in the working of a 
federal constitution, coes it relate to finance, or igs 
there some other vroblem which is move @ifficult? 

DR. BRULATDG: I have found two very important 
nreoblenes from my own caverience, and what I have observed 
in other Suropean countricc. Tue important problem is, 
of cvourcec, connected with financial quections. As I 
pointed out this morning, one of the great reasons for 
the degeneration of democracy is that there is no clear 
and direct responsibility for the financial policy of the 
great institutions. Aftcr eil, 2 Gemocracy neede more 
responsible citizcns than any other form cf government. 
On eccount of tie complexity of modern financial problems 
and the system of taxation, wherever mistakes are made, 
cemocracy is bounc to lore a very large part of its 
following. ‘Mien, cf course, there is the typical way 
in which a democracy Guee everything by the siow purlia- 
mentary riethec; performing as it does, a great many 
functions which I would call administrative funevions. 
They are not purely legislative functions, but they are 
performed by parliamentary procedure. There is 4 very 
great danger in tiis method of procedure, taking i:vo 


consideration the complexity of modern econc:.ic problems. 
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consideration the complexity of modern economic problenis. 
I think the best sclivtiou would be for the laws to be 
enactcd simply siving certain principles, and leaving much 
of the adninictrative work to the officials whe could ad- 
apt it to individual needs. I ¢o not kiow if I have made 
myscolf clear on tiuut point. 

THE CHAITRitsi!: Yee, quite clear. 

DR. BRUENING: If conditions over the whole worid 
are Ghanging every few yoars, you are faced--not so 
macn in export ccuntries, but in import countrieés--with 
many new probleme. If you make ove law after another, 
to overcoms these nev naobl Shey you will finally end- 
with a bewildcring complexity of laws which no one is 
able to fully comprches4. The great reform coutained 
in tuo aecrecs of Prussis. during tne Napoleonic Wars 
was made in very simple lLanguagc. They wers carried 
out twenty ycars afterward, and they Wore the basis 
Lor tic control end administroavion of the governmext, 
as I have mentioned, for nuuvly a hundrea yeare. It 
was not neccessary to chance the legislation uuring tuat 
timc. If rarliamsnt is forced to discuss too many laws 
and too complcsx logistation, it will ge -eraiiy loss its 
influence upon the population. You will have the saunic 
gituation as you have in Englan¢c, wuers the ,ovsrnment- 
is controliso by parliancent under a non-cxisteant cons ti- 
tution. Everywhere therc ic a demand for better Llegi se 
lation, but it is v.ry seldon tret any of tho articles 
of the law are changed vory ruch. Even the numbor of 
private bilis has croppod quite a bit. It shows that 


you will have to sdopt broad »rinciples under this new 
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situation and l-ave much of tus Gctail to the adiiinis- 


tration. 
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I suppose, one financial, and the othcr that gencral 
principles be embodied in legislation. 

DR. BRUENING: Yes 

THE CHAIRMsN: Dealing with the finencial point 
first; from your cxpericnee have you any information’ 
to give us as to the difference between the adminis- 
trative cfficiency of a body which imposcs taxcs to 
raisc moncy for its expenditures, and a body which ad- 
ministers a fund raised by soms cvuhcer governnental body? 

DR. BRUENING: I am corry, but I did not quite 
understand tir t question. 

TES CHAIRMAN: Do you find any differonce in ths 
edministrative citicicucy betwueu « goverursntal body 
or 4 municipality which raises its own revenue by tax- 
ation, as compared with a body such as a municipality 
which reccives its whole revenue from some other source? 

DR. BRUENING: By grants, or subsidies? 

uf CoslTRMaANs Yee. 

DR. BRUENING: I thins tuc Letter svstom is instru- 
mental in bringin: about < fecling of irresponsibility 
and is not conducive to & sound basis for pubdlic fi- 
nanecs. I belicve in ecrtain gcncral rugulations by t.. 
central government end thc supervision gonerally by them, 
but as regards the collection of tex:ti0Ot a74 tae ros-~ 
ponsibility for spending, that should be upon tho muni~ 
cipalitics. This ie so thet cverybod:r will realize 
clearly their rospon-idilit;. Is that what you wanted? 

E CHAIRMAN: Yes, that is the point I had in minc. 
You spoke of ths Cistribution of grants from the Reich 
LO the stesc, wad you svckc of cortain amounve which 
were dcductcd in order to aid the estates which did not 
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wealthy statcs. Has any principle beon laid down by the 
Gorman government at any timc with « vicw to sccuring, 
so far as is practical, the oquality of citizcns' rights 
in the differcnt parts of Germany? May I edd to that, 
this: It hes bccn prescntcd to us thet the finencial 
rolations bctwecn the Dominion and the provinces should 
bo so adjusted that the social and cducational opportu- 
nities of the citizcns in onc province should be equal 
to thoso of the citizens in anothcr. That the citizens 
of thc provinecs which were loss able to maintain the 
social scrviccs shoula bc grantcd the same opportunities 
through the aid of the central government. Have you any 
opinion to express on that point? 

DR. BRUBNING: Might I ask for an explanation of one 
word which seems tc assure some importance; what is 
meant by social services? 

HS CHAIRMAN: social services in Canada would be 
deemed to include unemployment ilusurance, old age pen- 
sions, possibly health insurance, mothers' allowances, 
ana matters of that kind. In some of the Briefs, edu- 
cation has been stressed, and while not directly a social 
service, it was one of the services which it was desired 
the central government should provide for the citigens 
in a reasonable measure of equality. It was suggested 
that there should be some adjustment as between the 
federal and provincial governments to make possible all 
services to all citizens, irrespective of where they 
might reside. 

DR. BRUENING: ?light I give the answer in such a 
way that I give the details of one puint av a time? I 
do not think I can give any answer which would cover ell 
points at the same time. 


THE CHAIRMAN: Yes. 
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DR. BRUENING: From our own experience, I should 
think trat old age nensions should be put on a well based 
principle of insurance. If the people expect to venefit 
from this after a time, they should expect to contribute 
week by week towards that fund. Since approximately 
1880, a snuiall percentage of the wages cf an employee 
has been collected for this o1G4 age pension fund. = As 
soon as a person starts to earn his own living a certain 
sum is taken as insurance for old age. Therefore, there 
should be a law whereby this would be regulated through- 
out the whole Dominion. 

THE CHaIRMAN: Just before you pass from that point; 
in Canveda, the old age pension is a purely government 
grant to the people who are in need. This applies 
after they attain a certain age. It has been represented 
to us in some of the Briefs filed , that the principle 
is not sound and wherever it has bcea tried, it has 
been abandoned. We have been urged that it should be 
put upon tle beets of a contribution by the employee 
and possibly the employer or some other party. 

DR. BRUENING: We only have contribution by the 
employec. He is forced to put asice week by week, a 
very small percentage of his salary in order that lator 
on he will be ocntitled to this olf age pumsion. 

TE CHAIRMAN: In Gcrmany, is it wheliy contributed 
by the employcs? 

DR. BRUMWING: Yes, so far 4e I remember. The 
secozd point, what was that? 

THE CHAIRMAN: Uneomployrient insurance. 

DR. BRUMIIC: Unemployment ineurance--of courses, 
in ideal tines, my vicw would be that it should b¢ 
supervisod by tuo ccntral government and it also shoulda 
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also be a very carcful inquiry madc to see that prof- 
@ssions wore not included which were not stable and would 
prevent the building up of a sufficient rescrve rund to 
mest a crisis. 

THE ChéaIRUin: I think you have alrcaéy cxplaincd 
that you belicve it should bo adminietercd from the 
unemployment relief officcs. 

DR. BRUENING: Yes, and I think consideration chould 
be given by the central government to thoss parts of 
the country which are purely agricultural, in order to 
eos that they are not askcod to pay too much for a 
crisis which is, pcrhaps, vertly the conscqucnec of too 
largé an expansion of industry. Thereforc, I suppesc 
the risk should be divided ag wo did it in our second 
typs of unemployment insurance; ono-third by the ccntral 
government, onc-third by the government or the states, 
and one-third by the municipalitics. 

TH CHAIRMAN: Dealing with that, have you, in 
Gormany, considered the distinction bctwocn a man who 
is unemployable by reason of lack of opportunity ano 
a man who is unemployable by reason of i:cxntel or physical 
@efects? Who provides for the care of thu unenployebie? 

DR. CBRUELING: They worc callcd wonijahrtsrwer- 
blosen, and this tyno of uncnployable was taken care of 
by the municivality. : 

THE CHAT Rial Mothers! allowuuccs, have you sucn 
a schome in Germany? 

DR: BRUENING: Ch yous. wor 4 long time they has 
boon regulated on a sound atministrative basis by the 
health insurance institutions. Thero was a law for 
notacrs, aaministcred by the health ineuranes iumetitution 
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COMMAISSIONSR ANGUS: There is a possible misunder- 
standing beti.een maternity benefits, which I think you 
have discussed, and the allowance made for a widow who 
has children to bring up and educate. 

DR. SRUENING: They would se taken care of under 
the Invalidity Insurance for workmen. If a workman 
were killed by an accident or disabled, his wife would 
be given an allowance under the Invalidity Insurance 
plan. 

COMMISSIONER AiGus; suppose he deserts his wife? 

DR. DRUENING: That is a municipal reeponsibility. 

— COMATSSIONER ANGUS: It is not on a pension basis; 
it is like poor relief? 

DRy PRUENING: Yes. Shen; of ‘course, we have a 
reduced taxation according to families; for every child 
the taxes are reduced. 

THE CHalRVMAN: ‘Then education? 

OR. BRUENING: Well, I think the uanner in which 
education was dealt with under the Weimar Constitution 
was very good. It laid down the vriuciple that the 
central government did not mix in the righte or ths 
federal states. 

TIE CHAIRMAN: My question is not directed sa much 
to legislation, but more to the question of grants. 
There may be a situation where, for ecunomic reasons, 

a certain city cr province is not sable to imintain as 
efficient a ctandard of education as some otnsr province 
where economic conditions are better. It has been sug- 
gested to us that in sucnu cases the veceral goverument 
should aid tnem by a grant co that it vould be vogssibie 
for the province with a less favourable 3cono.uic Gundition 


to maintain educational facilities in some sense cuiyarable 
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to the other provinces. 

DR. BRUENIiG: This was not a guestion which con- 
cerned the central ,overnment in Germany. This problen 
came up before the governments o: the feccral states, 
lite Prussia. Thess states gavc, uncer certain cor- 
ditions, a grant to aid the musicipalities in certain 
parts of the country. For instance, if a new school 
had to be erected in a certain area, that arce was 
given a grant which covered a certain percentage of the 
cost of the school. This has been a principle from 
which we have digressed for only a short time. ie 
believe we must never be prepared to stand the full cost 
of building a new school. It is our belief that the 
policy of giving full aid to tuc imnicipaLities gives 
them rather luxurious ideas. For tiis reason, 1 must 
ropoat, that the policy of a central government should 
be to never give grants to proviness or municipalitics 
for purposes in which the provinces or wunicipaliticss 
do not participate. Wherevcr tiese municipalities or 
proviuccs have no financial interest in the matter, they 
find it rather casy to bo very cxtravagant. 

TIR CHAIRMAN: There must bo aparticipation by the 
munici>sality? 

DR. BRUENING: Yes. 

TI CHALRMAMN: Lid you consider at all, tue problicm 
of getting equallizcé cduce tion? There wright be some 
arees waich were not as favourably situated, economically, 
as otaers; has that problem arisen with you? 

DR. BRUETING: os, to a certain cutent. We met 
thet very largely by the use of this key which wes uccd 
for the refunding of the salés tax. This wan uecd accord- 
ing to population, and was the reason for many of tuc 


larger comnunitics gGtting more moncy. 
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COMVISSIONGR DAFOE: It was not carmarked? 

DR. BRUENING: No, because therc werc parts where 
you would average five children to a family, that is 
in mining towns of Westphalia as compared with Berlin, 
where you would average one and a half children per family. 

COMMISSIONER ANGUS: Didntt the Weimar constitution 
deal with schools at the other end of the scale, tnat 
is, Gistinet schoolg for the rich children, didn't i% 
forbid them? 

DR. BRUENING: Yes. They were ailowea to stay up 
until 1928, and then they were abolished. It has not 
been of an altogether good effect, and there was strong 
reaction against it, as late as 1930. 

CCMMISSIONER SIROIS: May I assume that since 185, 
Germany has given a lot of protection to large families? 

DR. BRUELIING: Yes. 

COMMISSIONER SIROIS: Not only lately, but since 
1885? 

DR. BRUMIING: Oh yes, they have increased the pro- 
tection greatly under the oresent regime. They have 
provided housing ior tne large families, and then a 
Gecree was introduced whereby unmarried people were sub- 
ject to a special tax. The money received from this tax 
went for relief for large families. 

COMMISSIONER sIRCIS; You believe that large famiiies 
should be encourageec as much as possible? 

DR. BRUBNING: Oh yes. I am not av all of tae 
Opinion which seems to be combion among 4 great many 
ecconouists. There is a belief that certein industries 
plaimed on steady increases in famiiles, but during 
the past few years these incroascs have not been forth- 
coming, and so the proauce or these in@istries could not 


pe used. ‘this might be, ina small measure, responsible 


tit ie: ‘eit: to. foe ‘vasive ry te Loon 
at Pats amici take edd tot aoodor ; 


Wh crite, oa sesiniice orpaw wont ? et 
“Feuae Bait an \,benetioga ene yest Ce an 8 


rN moreite one etecis bate Pou ve 00g ny wagon e 
Sal ae stot ee er testoge eae ny 


ot 1 aoaiy Gods ences Z ya | | we 
Fa@hstsiot eatal o¢ none avon to ‘tet 2 avert nad, yea ; o . 
: ' % ates : me . sini 


* eee: SUK TMUREL isi atte eee 
ie te tud .Yietel wite tot 7B 
ay) f ' a a ae 


Pipa 


mtn eh suanme hunt eVEc yout nn iO 


even pect! ie entsett aMen sais indie: ‘toors aa: b | 


rs ROS Totten enema | waren ae cor Hace omar 


ae weno sient bevtvoe reuton! gory XBT “akon 8 oo : 00h 
poet meine carte 10% daitor 20%, ae 
Chaat. ental Oat aieh ied goy anomie, ARE OD 


f 


Bib 49 cor te en pig - t “He, ae acm se 


welt Sauer “tang Kand | 
si eats bad "poinaes 


“ttot ert Ton eves: porawroat niet et8ey. ie tom us 4 
ee Suadia faethe ye APD 
mo) eae Seber senate ‘dao * te aonb eat hal he, 
oN 7 i fein, 

.; Sept ie ss cl sa atm ORY: 
m6 ti) » Fp j A naa Oh =] yi i 
Ves Eee haenes 


ek, 


we nad ae 


ore re 


3770 


for the period of business recession. 

COMMISSIONER SIROIS: I asked the question because 
I come from a province where large families predominate. 

DR. BRUENING: Oh yes, quite go. 

COMMISSIONER SIROIS: This morning, you mentioned 
a federal bank. Is that a state bank? 

DR. BRUENWING: I meant to say the federal reserve 
bank, 

COMMISSIONER SIROIS: Are there a number of state 
banks such as the Bavarian State Bank, the Prussian 
State Bank,-and so ont’ 

DR. BRJENIZ'G: Yes, but they have had no great 
importance since the war. 

COMMISSIONER SIROIS: But there ars still state 
banks, like the Bavarian State Bank? 

DR. BRUEN IVC; No, tuey are no more; but that did 
not make any great change. The Reichbank in Berlin 
has always been domizent. 

COMMISSIONER MackAY: Germany had a Bill of Rights 
in its constitution which was unerforcible by the in- 
dividual; only a state could bring that Bill of Rights 
into force against the federal govarnment? 

DR. BRUESIiG: Yes. 

COMMISSLUNGR iicnaY: You have had some sxpericnece 
in living in a country whero thorc is a ratner elaborate 


Bill of Rights which the individual can enfcrce even 


) 


as against the covernment, that is, in the United States. 


re 


You are now in a country which hag no 3ill of Rights, 

and it was suggested to tis Commission in once representa- 
tion made before it, that thers. should be ea Bili of Rights 
in the Canadian constitution, If you woulca care vo ¢x- 
presse your opinion on that, I personally, would very 


much, like tohear. it. Do youthbink therc should he one? 


ate ee eG 


4, 


ial rye vi 
jh 


yan 


Reh Ones 


. dant tus ‘ones ed ow wo hl 
“abet at t aanitoboe - Aamo aoe Ce 


vee! 


fed 2 i i oe ioe uotvustesod 


wy ie 


iM by RG eke keen am ae 
eonet cogs , 96 ‘baad oved ey YHliaois0 face r A 
ota’ cobato feud: oa < 43 ORs CORBY we ‘yreawen: 5 af ‘pene at | 

er seein lege aiid od adapt to’ ony, | 
“ove ; an sett 28 4 
east Ye > ide seu ‘Notae lie ® ak noe 5 neal: aes 
we ae ea Bea: Mat, borweasie: ania ie 
te ot dain ibaa “al 
etalon 100 pean sea bal ae 7 


S771 


DR. BRUENING: Perhaps, I must say, first, that 
there is some micunderstanding inregard to the German 
Bill of Rights. If an individual felt his rights had 
beon infringed upon, he could go to a judge. 

THE CHAIRMAN: That would be a civil suit for damage? 

DR. BRUENI:.G: Yeg. Then by Article 48, by presi-~ 
dential decree, this Bill of Rights could be suspended. 
Then, only one of the federal states could cancel it by 
action of parliament or one of the federal states could 
plead against the use of Article 48 for the suspension 
ef this Bill of Rights. 

COMMISSIONER MacKAY: Perhaps, a better example 
would be the French constitution where the Bill of Rights 
is unenforcible by the individual? 

DR. BRUENING; Oh yes, and I can only say that if 
the courts are safeguarded by the Bill of Rights, it is 
possible to set right any constitutional matter. If 
you have that safeguard in the provincial constitution 
and have it, in addition, very strongly in the Dominion 
conetitution, I would congratulate you. I have seen 
how quickly times are changing and how important it is 
to have a very strong independent court which would 
enforce the Bill of Rights. : 

THE CHALRMal: Might I supplement Professor Mackay's 
question by asking what rights you believe are of such 
a fundamental type that they should be safeguarded, even 
in the oonstitution? 

DR. BRUHSING: I cannot really give an answer from 
i point of view of principle, but J can from the point 
of view of experience. I would make it apsolutely im- 
possible for any judge to be arrested even during the 


time of an emergency. A judge could not be disposed of 
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or renoved, and could never be arrested (except with the 
consent of higher juages if he had done something in 
conflict with the criminal code.) 

THE CHAIRMAN: In other words, you put highest, the 
independence of the judges? 

DR. BRUBLING: Yes, because experience has shown us 
that the independence of the judges was abolished even 
if the Bill of Rights was in force on paper. You might 
say that I classify as second, the right of expressing 
openly and freely any opinion upon political matters. 
There ig no doubt about it, that the greatest danger is 
not coming from such a party which openly proOlains 
@ revolutionary chaige. The greatest danger is coming 
from those parties who really wish a revolutionary 
change but who are pretending to fulfill all the require- 
ments of the constitution. I do not think I would be 
able, at the moment, to give any definition for a future 
constitution. Our experience has been such, that win 
a eonetitution strivee to define everything from an 
extremely democratic point of view ané establishes con- 
trole for safeguarding certain things, the general 
practice has been that these aifferent controls are going 
to come into conflict. There may be a clever feliow 
naking use of such conflicts + this cerson might say 
thet he wante to protect tie GonestLvution and wants to 
fulfil all the requirements of the coiustitution, while 
he is taking advantage of the ecnafiictins controls. 
Theee are the most dangorous people, ana I do not believo 
I voulé ve ebvle to finc a formulation which would meet 
this requirement. It is, therefore, important to adopt 
a policy of having 4 hich type of judiciary, and an 


absolutely independent judiciary. You cannot foresee, in 
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any eonstitution, oli the possibilities which might arise 
one day: but it is the duty of the judges, at certain 
times, to interpret the constitution in such a way that trough 
tne Bill of Rights, individual rights cre safeguarded 
against abuse by the government, as well as by any revolu- 
tionary party. I have spoken about my opinion concerning 
the liberty of the press. There is a certain danger in 
our modern times, that this nrivilege might be abused. 
I do not know if there is any safeguard for that, but 
it is certainly very importent. If you have these 
rights defined in the provincial constitution as you have 
in the central constitution, then, perhaps, if it does 
not work in the one case, it will work in the other. 
I have said before that all federal governments find 
great Gifficulty in meeting the complicated economical 
conditions of our times. If there is really a feeling for 
a orovincial system in the nature of the people, there 
is a very great chance of fighting against totalitarian 
ideas. I think it ig much more difficult to introduce 
totalitarian ideas into a strong federation of states, 
than it ie to introduce it into a centralized country. 
You might, perheps, be successful in introducing such 
an idea into three or four of the federal states, but 
not in fifty-two or fifty-three. Such things as the free- 
dom of the sciences and so on, are better eafocusrdaed by 
the federal states: I am always ago*.«v too much central- 
ization. 

COMMISSIONER SIROIS: ‘fould you be in favour of strong 
fedcral units or strong states? 

DR. BRUENING: Yes, but to limit their duties to 
those branches of public life to which they are most 


suited. I do not believe it igs possible, under present 
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world economic dconditions, for a federal state to en- 

bark upon e scparate economic policy. I think the ¢eco- 
nomic policy, must, for a time at lcast, be controlled 

from the central government. This shouléc be. at least, 
until the time of emergency is more or léss over. 

THE CHALRMAN: Then, the points which you belicve 
are fundamental arc the frecdom of specch and the fre— 
dom of the press, as you have defined them. 

, DR. BRUBENING: And equality before the law which is 
safeguarded by the judges. 

THE CHAIRMAN; Equality before the law and the 
maintenance of the federal as opposed to the unitary 
state? 

COMMISSIONER DAFOE: I suppose the right of free as- 
sociation is implicd in the right of discussion and mec- 
ting? 

DR. BRUENING: Yos, the right of mecting. However, | 
might I put the question to you: What would you ao if 
you were in a country where it was opcnly preached at 
all meetings that certain action bec Raton to destroy the 
eonstitution and creates a now regimc? 

COMMISSIONER DAFOH: I think our common law is sup- 
posed to deal with cuch a qucstion. 

DR. BRUENI: G: Then, you arc very fortunate, 

THIER CHAIRMAY: Our coustitution would not intor- 
ferc with an association organizea to secure a change 
in the constitution by peaceable means. Our common Law 
and the criminal law would interfore with anyone scceking 
to change that constitution by violent means. If they 
scek to change the constitution by discussion anc vote, 
our law dose not intorfcre. So far 4s the federal law 


is concerned, the lew would not interfere only with those 
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seeking to change the constitution by violcnt moans. 
Our criminal codc would stop thet. 

DR. BRUENIUG: Supposc, for instanco, a parlicmontary 
organization wore trying to kill mcombers of othcr partios 
in the etroec, what would thon happon undcr your laws, 
would this wholo organization bo condcmncd? 

JHE CHAIRMAN: It would be e criminal conspiracy 
to commit a crime, end all the partice to that conspiracy 
would be liable under thc criminal code. 

DR. BRUSNING: But if you cannot prove that the 
whole organization is connected with that crime? 

Tak CHAIRMAN: If two people oeree together that 
they will work to sccurce the killing of anothcr person, 
that is c criminal conspiracy to murdcr. This is somso- 
thing which our otimincl code fully covers. 

OF. SHORMIDNG: Ll think 4% te woll if it le cicorly 
écfincd in the wenel code and common lnw. I think tho 
judgcs should bec given cv ry opportunity to aeal with 
matters free from any political atmospherc. 

TIE CHAIRMAN: Now, arc there any othcr of these 
fundsmental provisions whicn you oan think of at the 
momcat? 

DR. BRUEAING: ‘“%6ll, I do not know. The problem 
proesnted by the usec of the radio cor political purposcs 
is a vory intcreeting one. I ao not know 5 me ae | 
possiblc to dcfine a dofinite ruling for this matter, 
but it ecems to mo of very grocers importance as ca future 
problem. I muct conicee that up until the moment I have 
founé nothing to reguicto it. #or instencc, take the 
situntion in Gormeny, whore the pcoplco have been -ceus- 
tomcd to monopolizstion of the redio for many yorrtse 


I do not think they will change beck very soon, pocauss 
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if it fells into the hends of cnothcr party, thoy might 
abuse it, the same as it nag bcon. I do not know 
whothcr it is possible to find some good principle for 
the rogulstion of the use of she radio. 

COMMISSIONER ANGUS: My cucstion is just one which 
hes to do with the placing of tho right to imposo taxos 
in tho hande of persons who dco not suffcr from the taxcs. 
I think you scid undcr the Bismarckian constituvion, 
the municipelitics could add a portion to the income 
taxes? 

DR. BRUEN ING: Ycos. 

COLET¢STOrER ANGUS: And they could spond tit 
moncy? 

DA. (PoE Ls LO. 

COMMISSIONER ANGUS: And the rignt to votc was 
aesigncd in the municipalitics so thet the elnes paying 
the most income tax had the most voice in the government? 

DR. BRUENING: Yes, the syetcm worked very woll from 
- financial point of vicw. Howcver, the poopie wore 
Gissatisficd because they said the the right to votc on 
the basis of income as imposcd wae unjust. 

THE CHAIRMAN: On bchelf of my collcagucs and mysclf, 
I d€csirce to oxprcss our very accep apprceiction and our 
groot pleasure in howing you heres. We are grontly in-- 
dcbtea to you for the information end asaig tence whie2h 
you havc given us, to-day. 

DR? BRUEXIUG: It has boon e very greet honour for 
mc. In answering your gucstions, of course, ~ could 


only spcak from my own expericnecc. 


(Tho Counission adjourned at 5,00. pyllias 
until 1U.30 a.m. Monday, January Siw) 
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ROYAL COMMISSION ON DOMINICN-PROVINCIAL RELATIONS 
OPPAWA, ONTARIO, JANUARY 31, 1936 


The Royal Commission appointed to re-examine the 
economic aad financial basis of Confederation and the 
distribution of legislative powers in the light or the 
economic and social developmeats of the last seventy 
years, met at tue Parliament Buildings, Ottawa, Ontario, 
on Monday, January Sl, 1958, at 10.80 a.i, 

PRESET Ts 
HON. CHIEF JUSLICE NEVTON ‘Vs. RU ELL... .CHAIRMAN 
DR. JOSEPH SIROIS ) 
) 
JOH’ W. DAWOE, Esq. ) COMMISSIONERS 
) 
DR. ROBERT ALEXANDER Macca ) 
) 
PROFESSOR nENRY FORBES ANGUS ) 
Commission Counsei: 
Louis & St. Laurent, Zsq. L.C. 
James MceGre,or Stewart, sq. ae og 


Secresariat: 


lex, Skelton, sq. Secretary 
Adjutor Savard, Esq. Secretaire Francais 
R. M. Fowler, Esq. ' Legal Secretary 
Wilfrid Megleston, sy. Assiztant to the 
Secretary 
FOR TIE DOMINION GOVE! bie Cs 

David Sim, Esq. Commissioner of Excise 
C. Fraser Elliott, 1.C. Income Tax Comiissioner 
R. BE. Yodehouse, sq. Deputy Minister, 


: Pensions and Health 
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Room 268, 
Houss of Commons, 
Ottea, Ontario, 
J-.nu ry 31, 1938. 
MORNING SHSSION 
Tha Commission mot -t 10.30 a.m 
THE CHATHMAN:s ‘Will you procscd, Mr. Stowcrt? 
pve Sim, Colmission.r of Excies, rocallods 
Bi vik. SOP ART: 


« 


ee At the tims of the odjovrnament on Thursdsy, Mr. Sin, 

wo wore discussing the suggestion of the manuf .cturcr 

th-t theinoidence of the texcs bors heavily on him, because 
fort copa el 1 OCh, MoCo oa tex collcouor unter the daw. 11 
think just bcofore tho aajournment you alge estcd hs was the 
tox prycr, he is the porson cimed ct in the tax ond it was 
Lmmiteri..l1 from your point of viow whethor ha absorbcd it 
or passod it on? Se Correct. 

ie (no Sveecetion his cleo buut mide tholr roturns involve 
ia pet Oascos ths moking of cu Sffi¢avit before 2 notary 
public? A. Provision is modo at 3 ch custons port for 

eat 10.8% ono officer to roceivs thosct returas, cand I would 
so.y from my experiones the majority of returns are not sworn 


bofors « justies of ths petoe but arc sworn to beforse the 


etticor of the department so dcesignatsd to rsescivs those retune, 


Q. They mey bo svorn to before an officer of the dcpartmcnt? 
Be) YOSs At uvery port there is at least one officer and 

et lirgo ports there aru a number of officers who re so 
cuthorizgcé by the scetion of the Act to roccive those roturnss 
G Ths noxt suggestion th:t is m.do is th.t the sclos tox 
oporetcs as 2 discrimin:.tion betyvcon one section of the 


cond 


industry <né another section of the samc inecustry -n@c 
number of illustrotions arc given to beck th t suggcstion 
up. I cm reading nov from ths bottom of pose 5 ond the top 
of pegs 4 The first industry th:t is mcontionod is th 


garmcnt m.kors; tho differcnes botwoocn the merchant tailor 
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and the clothing manufacturers the tax not bein. payable in 
the first instance and beius payable in the second instance. 
a here <re 2 number of instances there ang perhaps a 
eneral stetenent “ould qualify them, relating in tho main 
to small manufacturers from whom it woul4 be expensive to 
collect the tax, and provision is rade by the section of the 
act to exept certain small people from the payment of the 
tax, the theory behiné it being they are so small an¢€ the 
amount of tax you would realise vould make it too expensive 
nc¢ not “orth vhile to try and cellect your tax. In the 
case of the isercnant tailor it is difficult perhaps to see 
why there shovld be discrimination of that kind. The 
merchant tailor in the main sells a more expensive suit 
than the ordinery f. clory-made article. ‘“‘hen the. merchant 
tailor exenption was put in there ‘ere a whole lot of small 
merchant tailors operating in garrets and attics and tke 
Yike end it is vory difficult to enteavor to gst your tax 
from people engaged in business in such a small -.ay. The 


general figure e heve for exemption is in the neighbourhood 


6f »3000 of sales. It will be appreciated . the profits 
on sales as to a figure as thetars not vory much morc than 
anoush to socurs 2 good living for the person so ongcged. 


i I wes wondering, Mr. Sim, if these exemptions were made 
at atime hen the sales tcx rate was one or two per cent, 
sonevhat lower than it is today? A. “‘ell, that is maybe 
so in part but the sales tax rate you will note fron the 
fluctu-ted 

“xuibit I lLeve filed has/ a great {eal’ some of these 
exenptiagns,I ima.,ine, would he put in at the time when it 

was 6 per cent. 

Ge In the gaseycon printers, that again is the ,3000 linit? 
A. There is a ~5000 lizit there. 

% and that is based solely on the small turnover? A. It 


is just the same, if the wan does realize ,0000 worth of 
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printing he is not making very much money. 

& Is tnere any ¢heck-up on him as to the volume of his 
sales? as Yes, because as you aan apprsnend, as soon as 
a man's business ceveloys to the point “here he has become 
shall ve say, a nuisazcs to other people who are taxed they 


éGon't vaste much tim getting his name to me, and I have 


e 
ths 

to check him up ioe fad start. 

j They volunteer that information? a. Yes, and it is 
fairly easy to check up by @ man's purchasesas Mr. Dafoe 
knows perhaps, what his volume of business would be. 

By the time a man hires another man you can be pretty sure 
he is getting beyond the ;3000 exemption, because it would 
be more Gifficult for t-o people to live on .30CO0 exemption 
than for one. 


matal workers, is that the same? ‘There is 
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33000 limit? A. No, there is no limit thero. 
@ Just the small as compared with the largere a. Yes. 
There is a determination made on the assumption that the 
man is perhaps too small to bother “ith. 
u The canning industry seems to be based somewhat on a 
different consideration, the difference bet.een the farmer 
canner ané the industrial canner, if I may use that term? 
A. “Yes, there is a very proper exemption unger the Act 
for other farm produce sold by the in@iviéual farmer or 
settler, and years ago that exemption vas construed to 
cover farm produce when it was put in cans, nothing added 
to it except the can. Uncer that exemption a fair amount 


o-called, has sprung up particularly in 


1] 


of home canning, 
the province of -uebea ané in a lesser vay in the provinoe 
of Ont@rio. It does hot represent any substantial portion 
of the total amount of canning business Gone in Canaca, 

but it is a@semed to os exempt uncer the Act as long as the 


farmer cans his on produce, but the moment that the farmer 
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purchases produce from someone else to can it he becomes 

of course a manufacturer and we put him unde: License. 

Q I supposes in this case the "Volunteer army" VAPoura call 

your attention to deviations from the exemptions would hot 

exist? A. Well, we Go heur from the canning companies 

on occasion and they complain to us thet certain farmers 

perhaps are selling quantiti*s which would appeai to be 

in excess of “hat they raise themselves, and we cause 

inyuiry to be made and on cccasion we have to put them under 

license. There is an association, I think, of canners 

from whom I receive the odd communication. 

Q. The exemetion does not apply to cooperatives? A. No, 

it is the imiividval farmer. I will read the exemption to 

aut it on the record; it is found in schedule 3, page 356. 
"Other farm produce sold by the individual farmer 
of * his own production,” 

so it woulé not extend to cooperatives, Mr. Stewart. 

Q. The next point that is raised is the fact that there is 

a tax on fuel, “hich really covers fuel oil, while the same 

does not apply to coal? A. Well, there is a question of 

policy involved here, Mr. Stewart, There aro-q number of 

reasons behind this exemption but principally it is a 

matter of revenue that is involved here, there is a con- 

siderable revenue involved in the tax on fuel oil; there is 

a growing use of fuel oil as fuel in domestic use. 

THT CHAIRMAN: There is a tax on the fuel oil used for 
domestic purposes but no tax on coal in use for domestic 
purposes? 

MR. SIM: That is correct, Mr. Chairman. 
TH? CHAIRMAN: It is not to discourage the use of 
fuel oil. 
BY MR. STEWART: 
@. Possibly there are other reasons for it not applying 


to coal? A.. Shall I put it this way; there are specific 
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reasons for apoiving it to so called fuel in liquid form. 
I might just perhaps suggest to the Commission that at one 
time it had been hinted “> might be faced with the possibility 
of claims for refunds on Pucl used in automobiles - gasoline, 
and it seciued very necessary to close any door of that kind. 
& And the last specific instunce referred io by the 
manuracturers concerns the price of goods used in the process 
of manufacturing that ourry in ths price is included a 
largs proportion of freight, the inward freight on ray 
heaterizai. A. “ell, of course, that is one of the difficulties 
about a country that is as large as this, where raw material 
may be brought from ony part of the country to be fabricated 
in another. There is no exemption in the act for what is 
styled here inward freight. There was a trial case some 
years ago on that point, - the Dominion Shuttle Company, 
I think it was. “hese people were bringing wood from 
British Columbia anc making shuttles of some sort in the 
province ofr VEbEc. They enésayoured to get this exemption 
for the inward freizht but the court held it was part of the 
costs ef manufacturing the gonds, and it was not deductable 
from the selling price of the goods on which the tax was 
levied. But this is an argument which works both ways. 
I would perhaps give some exa@iayles of ra: material originating 
in the “cost being brought down hore; lumber from British 
Golumbia, for instance, which might be brought Gown here 
to be fabricated. Fir doors, I understand, eave made in 
gome parts of Ontario from 3.C. fir, and there is gq cortain 
amount of colorod shingling manufactured. 

"hen wood conduit pipe, in the main the wood for that 
comes from British Columbia. Then in the reverses, going 
out West, mostly in the metal indgustrics, corrugated sheets 
nay be taken out there for fabrication, so that it does 
work out, I think perhaps, 5C - 50, - it works bota ways 


PH? CHAIRVAN: So we may understand the situation, 
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the B.C. fir shipped Sust for building or other purposes 
the purchaser in the Hest has to pay sales tax on freight 
as well as on the fir. 

MR. SIM: Not if it were for building purposes, Mr. 
Ohairman, but if it were taken for manufucturing purposes 
he would have to pay on the freizht, the frsight would be 
included in the selling price. But in the case of a 
finished article, completely manufactured in British 
Golumbiz anc shipped down Hast it “would be possible by 
a system of invoicing to invoics the price of the goods 
on which the sales tax ‘vould be computed and show the 
freight as a separate item on the tnvoice when it would not 
be subject to the tax. 

THE CHalRiAN: At present I don't see why a man who 
purchases B.C. fir for use here should have to pay sales 
tax on freight. I thought sales tax was on the purchase 
price. 

ER. SI: “Yell, he really doesn't, Mr. Chairman; I 
mean he doesn't pay on the lumber coming down from British 
Columbia, as I pointed oust, exgspt in the case of a 
manufactursr bringing the raw lumber down here to process: 

TH? CHAIRMAN: That is what I mean. Suppose a man 
buys B.o 2ir in the timber and brings it down to 
manutiasture why should he have to pay sales tax on that, 
when the man who brings down the manufactured article 
does not have to pay sales tax on it? 

MR, SIM: The freight, Mr. Chairman, is simply 
aized in with the cost of the manufacturing. There is no 
exemption for that freight in the selling price of the 
article. I mean why should you ve appalled at being charged 
freight on that lumber coming from British Columbia to be 
made into conduit pipe in Ontario, and not feel that some- 
thing should be done to the freight on all kinds of raw 


material brought in by manufceturers from the four corners 
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of the world to be processed in Canada. 

THE CHalkMal: I am not appalled, I am just wondering 
why. Well,e then, supose & man buys an article,- it is 
raw méterial purchased in England; he has to pay the sales 
tax on the price plus the freight to the point of delivery. 

MR. SIM: Yes, on raw material brought in by a 
manufacturer for processing there is no exemption for the 
freight from sales tax, it is part of the cost of © 
manufacturing. But in the case of the finished article 
if the freight is billec as a separate item it escapes the 
tax. 

BY MR. STEWAR?: 

@ You have already Gealt with corrugated shset metal, 
that applies in converse so far as geography is concerned? 

Ae Correct. 

Q The next item that is referret to in the VetuPacininers 
Brief is the statonent that sales tax hampers export 

traie -I an referring to the first column on page 5- 

owing to the fact that it is included in the calculation in 
the United States and Englanc for duty purposes whether 

it is in effect charged or not in Canada. aA. i¥ell, I 
think that is the general practise; it certainly is the 
practise in so far as imports into Canada are concerned. 
Working the opposite way, we can take the fair market 

valve as including any costs like these, with some 

exceptions. I think during the time of the special 

processing tax in the Unitod States we made some exemption 

jin Canada, but it is the pretty general practise to take 

the fair market valve as inoluding any of these taxes. 

Qs + is incidental to the application of the principle 

Quite. 


of the home consumption price? A. 


2 The fair value in the market of origin. A.. On that 


point, Mr. Stewart, I believe there has been constant 


at gt “peotae a a _ a ‘ism @ eouqwe neds 
| aeles od: va ot asd eng Doel, «Duael beceitonig. ; 
- yteviteb fo tatoa edt of ‘tayton ect eva eoitg eat a0 


v4 


8 Sak ab : haa aia ver we leads oe + 


to tes eat ‘to adi an tt eet eofse : ne 2 
etoitan Dosiaiar oats Ke e085 edt nd te oie 


4 NRO CaaS Avan me va” nt 
fetem teesu badaguxtos At hw tises yisents ‘ae uot a a 
TRAAIAO AS 0 ak “yagengoes BB. 282 O8 96 teveon nk ae iLags tah a 

stoet190 | ae 


aroautosaunsll edt ak ot dexzetex et , oe art Pine of Ba a 


NM 


re po Leatuotee edt At beboloud af ‘8 ‘eval tone ei of & we . 
tedden sisal hus yiubh xot mistant | te aot at bes ta eat | 
T ite oh .obamsd at tom to begratio to2 othe fuk eb eo 

edd aL qWaksieso rE wsekhosrg fsienea ont ot teds amide 
 sbenweones ene sbeasd otnt adiogmt BE 15% on te osttansg 
teste ater edt ead suse ow yor etiaogge ont pabasol 
entoe ditiw weneds ea it ateoo ws guttufont as oukay 
fateeqe ene ‘tte omit att gab ania Zz) anotdqeons 
nots gnexe omos ebsa an versie bow in est ak xed gnisesoorg 
eist od esbtostg bezenos wiesg edd et ti etl obene0 at 
exe ‘geeds to we sttouton ais eulew douttsd het a ; 
manihiontss cals te Rottsos Saas. edd 8 Astaedtoat et yy Fa} 
. ett oh feokeg. soitgawanoe omod eds to a 
tadt 20 ioe: tip tie | co Sosiaam ond ak suger tiet net a a 


fot a Ansitonae need: eal exedt ew i 


ied I eniuat ” 


5784 


representation made to the United States to disregard this 
sales tax at any rate in so far as the sales between 
manufacturers are concerned of raw material because that 
type of sale is exempt by quotation of license in Canada, 
but even there I thins there has been some difficulty 

to gst the United States'people to acceed to that. 

@ Aopavsntly they haven't made any prozress in that 
respect. Now, the last day you suggested that the only 
point on which there was some duplication as between 
Dominion and provincial tax structure was in connection 
with the stock transfer tax in wu¢bec and Ontario. ‘there. 
is an ct in Saskatchewan, is there not, that is somewhat 
in the nature of a sales tax. A. I am glad you asked that 
question besauss it enables me perhaps to indicate the 
diiferencs betwean that form of tax and our sales tax. 

The tax in Saskatchewan is known as the Education Tax, 

but it is in effect a retail sales tax of two per cent. 
There is & similar tax impos 2d by the city of Montreal. 
These are “he only two other sales taxes, so called, in 
Ganade. But there is an essential differsnce between that 
form of sales tax and ours; perhaps the prime difference 
is that ths tax in Saskatchewan and the tax in Montreal 

is collectsd from the purchaser by the retailer, whereas 
our tex is collected at the sourcs, - from the manufacturer 
or producer, or the importer, as the case may be. So that 
we are dealing in our sales tax with an entirely different 
set of people; ws are dealing, as I have indicated, with 
the source and we are collecting our tax at the point of 
final manufacture. These other taxes are collected at the 
final stage just as the goods are heing handed to the 
consuner. I am zlad to bring that out because I want to 
indicate to the Commission that there is no overlapping 
and that ve are not collecting a tax fiom the same group 


of peopls as the provincial and the city of Montreal authoritiese 
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Q What brings m3 to another point, in effect, the object 

at is subject to ths tax under the Saskatchewan Act and 
in Montreal has alreacy paid the eight ver cent sales tax 
of the Dominion, hes it not? Ae That might be so, 
unless it wers in itself cxempt unéer ons of these items 
in schedule 3. 


& to the inci¢snce of the 


9» 


Q. Have you any information 
Dominion sales tax, whother it is usually passed on or 
not. <A. I think, perhaps, in most cases it is added to 
the invoicc, but I am wits sure of ons thing, it is passed 
finally to the consumer, “ho pays all these taxes. 
@. Whether as a spscific item or in @ gensral way? 
A. Oraperhaus in the price. Yes, I am quite.sure,of that. 
Hs CHAIRMAN: the manufacturers in their brief 
inéicate that it is passed on to the wholcsaler and then 
the whoigsaler adds his profit and passes it on to the 
retailer aud he adds his profit on ths total cost, so that 
the ultimate con er pays not only the eight per cent 
sales tax but he pays the profit of the wholesaler and the 
manufacturer on that portion of the cost. 
Bie SIs That is cuite true, Mr. Chairman, I believe. 

THe CHATXMAN: “hich makes the cost to the ultimate 
consumer substantially higher than the amount received by 
the soveornment. 

MR, SIhi: That is quits trus, but that encbles me to 
say one thing else if I may, Mr. Gheirman sue rate of 
sales tax is not sight per cent by reason of the system 
of allowing the “wsholcsale discount to the manufacturer 
the wholesale discount is provided by regulations and 
is an attempt to equalize the taxe ¥> os obvious, 17 you 
collect a tax on the selling price that the same goods 


distriputea@ in differcnt ways would bear different rates 


of taxes. A classic exanple of that, I think, is the 


case of gasolins, where one largs company may eperate 
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ssrvice stations; the final sclling price of those goods 

is when you or I @rive up “ith our car to buy gasoline 

but we don't ,et a sales tax on anything like that Lie 2a, 
it is obvious that would be unfair inasmuch as gasoline 

is imported in wholesale quantities and at a very much 
lower prics than we pay. Gasoline ieraa de sold wholesals 
by companiss operating in Canada, and they would be paying 
on a much lower basis than the company that is operating 
its own service stations. So an attempt has been made by 
rogulation to ostablish @ wholesalo discount which has the 
effect of reducing the valus for tux to the wholesals price 
and on the averago that discount, Mr. Chairman, would run 
ébout 20 per cont to our industrics, so that the 20 per 
eent of 8 psr cent would give an effsctive rate of around 
6.4, that ‘vould be about the offective rate of tax. 

Now, with that 6.4 being collsctcd at the source it 
niturally follows in ths ordinary run of business that each 
succ@ading honds through which these goods will pass will 
add their porcentage to a price which will include the 
TAX. 

COMMISSIONS ANGUS: Mr. Sim, in spcaking of the 
Saskatchewan sales tax which is the retaih sales tax it 
must be so for constitutional roasons; I mcan it would be 
an indirect tex if it wero imzosed as your taxes are imposed. 

Ma. SIM: That is quite right. 
COMMISSIONER aNGUS: ‘What I wanted to ask was this; 
Do you think it would be a more cfficisnt arrangement if the 
provinces wore alloyed to imposco it in the same form as the 
Dominion tax, and combine ths collsction. 

MR. SIM: I dontt think that would produce very much 
money at all in 2 provinces liks Saskatchewan as you can 
appreciate there is not a great deal of manufecturing or 
producing, <.nd I don't think it would be very cffective for 


that reason. 
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BY MR. SPE Vaart: 
Q And ths provinceg,or most of the provinces at any rate, 
have gasoline taxation. ‘hat is the differcnce between 
the form of imposition of thet tox ind the Dominion salos 
pore nad Ofcoak not speak author itebively on the gasoline 
tax but I shculd think thet porheps you mizht stylc this 
#asolins tax of tho provineecs “oxcisc tex". The sales 
tax, of cvurse, is an ad volorcom tax whoreas those are 
specifiecsily so much por szllon, they cre not very much 
diffarent from our excise specific tax. 
Q@. They also arse subject to the difficulty of imposing 
thsse taxes on account of thoir restrictions to direct 
fox 2tien? “A. <So'l bclievc. Ivcthink»thsy shave nad to 
rssort to cartain oxpsdicencios in ordcr to make the tax 
effsctiva, 
Q Mr. Sim, Irthink I put to you last day the eriticism 
of ths Canadian Menufacturors Association, or the suggestion 
rathsr, thet the salos tax should as financial conditions 
improve bc gradually roduced ani ultimately discontinucd 
bocause it is not a sttisfictory form of tax. I don't 
know that you quitc finished giving your views on that 
criticism a. No. J was saying whon wo quit last day 
Iwas here thet I was gled to answsar that question because 
I thought that tha sales tax was a fair and equitable form 
of taxotiome Tt is bogsd on ability to pay. No one is 
subject to it unloss he makes purchases and the necessitiss 
of life arc in the min exompt. It is certain in its appli- 
cation, bocauss it is collucted at the source, end) it we 
Levied at the time most convenicnt for pryment, returns 
being made cach month of the taxable sebosnfor. the Lost 
preceeding month, so that on the avcrege forty-five days 
elapses potweon ths time of sals and the tins of Payment. 
I inforred that it wes inexpensive to collect, the cost 


being somcthing less than 2.71 per eent in the last 
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fiscal) yoar. 

enesas four points; = .2bilisty to paysmcertainty, of 
Gpplicetion; lovicd at a timo most convunicrt for ae 
era nexpunsivo to colleot,. willchave.o famidicr ring, 
bocauss I roeall to tho momory of tho Comnission that 
thoy ore tho four roquiroments of sound t°x.tion laid down 
by adom Smith in ths "Wealth of Nations". In ~ddition I 
think it can bs said th.t thors is comparctivoely little 
opposition to this tox from tha public “ot lcrgs, because 
Mlle Wells Bstablishcd “Ndi. tho people ore’ aducrtedsin this 
form of t-x*.tion. 

he ines yee WG einplicetion, ocing, based)on ths, sale 
of all go0ds, with ths oxcsption of ths necessitiss 
oforomontioncd and 2 proper uxumption which is provided 
for tho implomorts of prim:ry production. It docs not 
buotr heavily on tho sole of prrticul«r commodities, but 
by ombr-cing practically 211 salss onsures equality of 
taxation. 

It is a flexible trx ané with a stabilized structure 
it cin b. used to produce 2 groctor or lesser amount of 
tax dcpenéing on govornment roquirsments, without upsetting 
businsss unéuly. If @ grvator amount of revenue is required 
it con bo securcd without bringing undcr taxation c new 
group of uninformed trxpayors. 

In short I kno~ of no other t’x which will provias 
og puch monoy at 2s low 2 cost. It onsurss the greatcst 
yicld at the lowest cost. 

ME GHAIRMAN: How is it applicd in other countrics,. 
Mr. Sim, aro you oworo? 

MR. SIM: I think in the United St-tos,in tho main, 
it ig imposed by ths States cs 4 State tax. In Gormany 
it is 2 foderzl matter, but it is earried down to a 
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degres that 7G do not apsroeiate in this country. TI think 
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the strongth in our t.xcs liss in the cxomptions that 
exempt thuse necussities of lifcs Yo cxompt the f-rmer, 

ws excmpt the sm°.ll pscrson. In some of these othor countries: 
I understand, they go to gront oxtromcs to got their taxes 
from very smell psople and also I my say I understand 
their salos tex is more in the natures of a2 low 

rate turn-ovor t.x, %. tax which boars on covery purchase 

or sails and not collscted cs wo haves it hors, at the source. 
From whet steps we have mrido I my say, porhaps without 
boing unduly biased, I roclly think this is the most 
offuctive way of collscting a salcs tax becausa you have 

to doal here with pooplo who ars fcirly substantial, who 
havc books cnd who are poopls with 4 capacity to pay. 

THe CHATRMAN: You havc perhaps helped somes peopls to 
scot up 2 scot of rocords. 

MR. SIM: Ywcs, Thors is provision mads for severe 
penalties for feilure to kecp books. Our system of taxation 
was taken up. by australia. We wero asked @ fow yoars ago 
to sond ons of our best men down thoru, and he helped to 
establish the Australian s.los tex, which I understand is 
working gut vory successfully. It is prised pretty well on 
our system ‘We wore askad a ysar or so ago to sand a man 
down to South Amorica whero they were introducing a salcs 
tax; - in» Brazil; I think it was. 

COMMISSION? DAFO#Z: Is Caneda a2 pionser in working 
out a successful séles tox, Mir. Sim? 

MR. SIM: Well, I wouldn't say wo ars ths pioncers 
because sales t2x has a very ancient history, Mr. Dafoe, 
but I would think that we have led the way in one or two 
particulars in the motteor of solos tax. This tax ie 
an interesting one because it has been a problem of trial 
and crror and it has becn subject to constant chango as 


cortain dificulties wore exporionced and then were, I 
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boliovo, ovorcome until today wo Psel perhaps a certain 
amount of prids. 

SOOMTISSIONSR DAFOE: Ths tax is boing constcntly 
changed as boing rvercssivo, I judgs from your tividencsa. 
You think thc oxumptions have boon vory cerrefully crrangod 
so as to ramove the tax from that charge. 

MR. SIM: No tix, of coursc, can bs populcr, Mr. Tefoe, 
but I think purhaps this becrs cs lightly as any tux of 
this naturc could on industry. Ths provision is mada for 
thc axciuption on necessitics of lifo and of the implements 
of primary production. 

BY MR. STE VART: 

2 -Mr. Sim, it has bewn suggcsted to tha Commission that 
business cné industry would bs arcatly assistcd if all 
Dominion rozulstione - Dominion and provincicl regulations 
including dcoprrtmsnts1 rogulations could be publishsd say 
annually se that business and industry would know wxactly 
whet siturtion thoy would havo to moet in the various 
dopoirtmants. Aro the rugulations of the excisso dcvision 
published. As Frooly. “se are most anxious to get 

them in the hands of ovurybody who is subject to the tax. 
4g make it A point whon wo revise a regulation, which we 
do at rogulir intervels, to sou that they are scent to 
every lieansce, of which thore r3 some 22,000. 

w And these ire publishcod when the changes are made in 
the pamphict form. & They are published in pamphlet 
form, ond if any emergency ariscs a supplomcont will be 
issued, and ft is consolidated from timo to time; I think 
ths last consolid:tion was Soptomber 1956. 

Q. Hus any difficulty ariscn so fur as the Department of 
Excise is concorned. A. I have haa no complaint about 
tho distribution of the raguvlations. In addition, of 
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Po tna mateer Of the teoxs ho Vonsdicn Monut .opvurcors 

gct out an caculilcnt publication “hich of course has not 
anywocmieto i sccl on it but it is a very fine piece of 
cduc:.tioucsl wor: in the mattsr of the tax. for the momscrs. 

THD CHATRMANs Arc thers any points, Mr. Sim, on 
which you yoursulf wish to .dd@ in reg rd to tho statements 
you hevso made. 

MR. SIM: I don't think I hcvo anything clso to add, 
Mr. Cheirman, cxecpt to thank you for thc courtosy you 
have shown here. 

COMMISSIONER Mac KAY: I suppose your organization 
woulc not bo suitcd to colluct such things cas 
provineicl silos tax? 

MR. SIM: That is the point I roally wanted to put 
scross whon I mde tho answsr tht I did. You can appreciate 
that wo are dealing with an cntircly different group of 
customers. 

COMMISSIONER MaoceKaY:; That is to sty, your organization 
would not bo suitcbls for collection of scy cducation tox 
or hospit2l tox or gcsolins tcx? 

Ma. SIM: No, wo would hove to organize a new pranech 


to do that sort of collcction. 


(Page 5795 follows. ) 
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Bets Ciel Ro fre Mr. Zliiott, I understend there is 
some point you would like to edd to whet you said to us the 
other dey. 

Nive Gye Reser ELLIOTT, KC. L do not think it is 
so much & point es e further devélopment of matters thet 
would ve of interest to the Commission as brought out in 
discussion between Mr. Fowler end myself. If the Comission 
cere to heer it I would be very henpoy to put it before them. 

Ith. STUART: Mr. Hiliott, you attended e meeting of 
the texetion brench, wes it, of the Leégue of Nations? 

WR. ELLIOTT: The fiscel Committee of the League of 
Netions lest October. 

MR. STSWART: Yes, end you end Mr. Fowler felt thet 
there were points which érose in the discussion there thst 
might be of interest to the Commission. 

MR. ELLIOTT: Yes, Mr. Fowler thought that some of the 
matters thet were there discussed end matters that were 
brought to my notice while there generally would be of 
use to the Commission end, if it pleases the Chairmen, 

I will develop the metter. 

THe COLIRVAN: Well, if you would proceed, when you 
reech the point where they pess beyond our scons, I will 
let you know. 

MR. ELLIOTT: I hope to be go clear and explicit thet 
they will never get beyond thet, beceuse I know thet 
intricete though it mey be you will elweys understend it, 
even though my explenations will be inedequete. 

Attenéing the Fiscal Committee of the Leegue of 
Netions I wes privileged not only to meet men who ere 
neturelly skilled and versed in metters of texetion but, 
elso to sense wh=t wes developing emong the verious netions. 
And it is my ourpose to indicete to the commissiqn just 


whet the trend hes been, sey, since the wer, with the belief 
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thet if that is rightly followed in the matter of 
texation in particuler thet it mignt be of some use in 
guiding this commission in its very important work as to 
what kind of amendments we need, not only for today in 
the fiscal economy, but looking ahead probably e few 
generations. 

Since 1914 there have been two very striking end 
major chenges in the texation euthorities of the various 
nations. One is the income tax, which hes reached 
unprecedented héighihs since 1914 and in ell the 
Anglo Sexon countries it is essuming the mejor position 
in their revenue collecting departments. The next 
major development, and an entirely new one, is the 
seles or turnover tex that hes teken plece since 1914. 

I em not going to dwell on that, my colleague, Mr. Sim, 
Sicaratied upon it. But I egein suggest that it was &n 
entirely new meesure since 1914 with the Saeseheen of 

some historical interest in the time of Augustus in Rome, 
end in Neples, emi in the middle eges. But, it is entirely 
© new measure end in the Letin countrias hes taken the 
major place in securing revenue for them. It is,a&@s my 
colleague hes stated, & ready moesure for securing large 
sums of money. | 

Of those two fectors I am going to deel with the 
income tex in perticuler, end in order pret we picture 
the growth from 1914 I 6m going to indicete one or two of 
the major changes in the mejor countries. Germeny, for 
instence, under the Dewes Plen of 1924 scrapped everything 
she hed bofore under the expert advice of those gentlemen. 
There wes en Imperiel tax scheme of 19135 thet wes important 
but it wes entirely screpped, end the Dawes Flen of 1924 
ceme into force. Income tax wes one of its main feeturec 


end sesles tax was one of its main feetures. And in 1928 tae 
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mejor part of its revenue wes secured to meet the oblig- 
ations thet the allies were imposing upon the citizens of 
Germeny. Then we hed Frence. France in 1920 enpointed 

a committee of experts and they brought their financial] 
affeirs on to an entirely new and different vleane from 
whet they hed been before and reached out their income 
tex and sales tax in & heavy end drematic manner. 

THE CHAIRIAN;: Of course, Prence hed never imposed 
an income tex at all comperabdle with the British income 
tax up to thet time. 

NR. ELLIOTT: No, never up to thet time. They had 
@ form of income tex et the source but nothing comparable 
with the British income tex. I am answering the 
quesvion specifically. 

Tnen came Austria-Hungery. ‘When they wented to 
secure an internetionel loan e& finenciel committee of the 
League of Netions,waited upon those countries, exémined 
thom and put their affairs on an entirely new vesis, Again 
income tax end sales tax, seles tax entirely introduced, 
became the mijor instruments for collecting revenue. 

ané then in 1913 -- and I am just going to mention 
chenges thet took plece in 1915 -- United States never 
imposed an income tex previous to 1913 legally. True, 
they ned what they called the corporetion tex, but it was 
unconstitutional. And, in 1913 they amended tneir 
constitution so they could put this powerful instrument, 
the income tex messure, into the hands of the netion és 
a nation. It had been imposed in some of the states, very 
few at that time, but they wented the power to impose the 
income tex. I em mentioning this beceuse I em going to 
show the Commission the conflict that is in ‘the offing, 
using these verious measures to tax each other's exchequer. 


That is going to be my ultimete point, end the need for 
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Cenede is going to be: Let us put our house in order to 
meet the sama kind of competition thet I see in the offing. 

Then, Itely of course reestablished its finences end 
taxation system efter the march on Rome of 1922. 

THE CHALRMAN : Heve you the basis of Italy's texetion 
system? 

MR. ELLIOTT: TI heve not it with me, but I would be 
very glad to send it to the commission. I heve only some 
notes with me that I mede mostly yesterday. They are in 
my own handwriting so if I stop and stumble you will know 
thet is common to us @1l, or at least, that is essuming 
that seme people here write es badly es I do. 

In 1918 Great Britain consolidetod its Income Tax 
Act end it wes quite en improvement on whet they had long 
been used to since 1842. I mention it just to show that 
since 1914 precticelly every mejor country in the world 
hes re-set its financiel structure end roinforced its 
finenciel instruments so es to usc them in the new 
developing sconomic era. All these countries thet I heve 
mentioned heve free and unfettered control of the mannor 
in woich they use these lews in relation to other countries 
and in rcletion to their own nation or thoir own netionals. 
I em going to leave the thought with you now "have we 
unfottered control of our incoms tex?! We have provinces 
fhet cen impose income tax, lot us sey, in the reer, 
if wo are facing outward to the nations of the world, and 
we heve to carry on this international bettlc, at the same 
time fighting ¢ rearguerd action if our provinces ere 
going to imposo income texes across Ceneda. I suggest you 
cennot use « finenciel meesure th edventage ir you find 
thet nine prov ieee ere using the seme kind of an instrunicnt 
end those provinces «re recognized ebrozd by the . 


netions end there is no reciprocel ellowence for the texes 
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peid, in other words, to the provinces. So, the broad 
burden is on the texpayer and he is not relieved from 
taxation, and if the taxpayer is being overly-burdened 

he is going to take the capitel away end that hurts our 
revenue. And while this chenge is taking place in the 
world, whet wes the situetion just prior to 1914? Let 

me indicate: In 1914 thercninal rates in Great Britéin were 
8 per cent, thet is, its income tax. In the United States 
it was 7 per cent, and that was the beginning of the new 
1913 law constitutionelly mede possible. In Germeny the 
nominel rate was 8 per c2nt. No one imagined thet within 
five years from 1913 that the maximum rate in the United 
States for exemple, and it is only an example, would be 

as high as 77 per cent. It shows the enormous rise of 
these measures end the plece they are taking internationelly. 
e Naede bor the Pieet tice Great ae, See ae? 
eraduahed rete of eee Sir Jos2ue Stamp in 1921 described 
the change which I heve outlined particulerly relating to 
the graduated rate of tex; “she progressive taxation of 
income is now wellnigh universal end it is difficult to 
reslize that only two decades ago it was still looked upon 
askance." But, it hed edvanced thus in this country. That, 
I think, is e striking statement by a man of undoubted 
euthority, that until e few yeers before the graduated 
rate of tax was looked upon askance. It indicetes the 
repidity with which we ere moving into some sort of new 
era. In 1929 we used to talk about the >cew era when we 
would have two bathrooms, an sutomobile and time ta pley, 
but the new ere seems to be more work, more Moncey, and 
more money to pay tne government , and the one that can 

get his money by the easiest methods is the best off. We 
are coming down to the stage where these fiscal measures 


are to be used as vermenent instruments end they must now 
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be consicered in relation to elmost fixed conditions that 
have been scientifically considered, and we are about to 

masc our changes. At loast,I am so apprehensive about it, 
and so anxious about it, thet I want to put my ideas 

as favourably as I possibly can to this commission, due to 
the position which I hold and, perhaps, being more closely 
in touch with these things, I am anxious to be of the great- 
est possible help end if Iovershoot the mark in my desire 

to be of help you will kindly drew me beck. 

Having these new income tax methods well established 
throughout the world on these scientific bases, whet are 
the internetionel aspects of these moasures: First, there 
is double taxation Of course, double taxetion, prior 
to 1914 was not even talked cbout. It wes more in theory 
end it was not in fect. But, now we have double texation. 

Secondly, en international aspect is the withholding 
#t the source. I lcevo the thought that «:. the withholding 
zt the sources from net incomo cannot but go beyond to the 
withholding «t the source on gross income . Thet is a 
dramatic wey of stating it. For example, I reside in 
Conada, I receive dividends from the United Svates. The 
money that I have to buy those shares may have been 
borrowed. I have got to pay interest on it. The interest 
is at 5 per cent, the dividend I get from the United Stetes 
is at the same rate, or perhaps let us make it more 
businesslike, say I get 8 per eent yield on the investment. 
Five per cent is taken off et the source in the United 
Stetes. It is not an 8 per cent yield to me at all, at 
best it is the difference between 5 and 8 per cent; itis 
a3 per cent yield. It is not teking the special security 
charges into account et all. In other words, thet texation 


et the source was @ tex on gross yield. I sucgest to 


a) 


this committee thet when a nation charges 4 tax «t th 
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source on gross end the emount that is paid at the source 
is allowed <s & deduction in the country of residence, you 
ere not taxing the individusl at all, you ere taxing the 
other exchequer. 

THE CHATRMAN: You cre taxing whet? 

MR. ELLIOTT: The other netion's excheouer, beceuse 
whet the individuel would pey into the domestic exchequer 
or his country of residence would be effected by reason 
of the reciprocal ellowence for whet is peid, broadly 
speeking, 2 deduction of whet he would otherwise pay 
into his ow exchequer. Heve I meade it clear? Let me 
sey it again: Five per cent is taken off at the source 
in the United Stetes on gross yicld. Let us chenge the 
example slightly end sey thet thet five per cent is 
taken off, the eight per cent is on my own money, I didn't 
borrow it <«t all, so that I get an 8 per cent income on 
my investment. Being in Ceneada I hed to declere my totel 
income end I do, end in celculating my tax I include in 
that the dividend referred to end then I sey beceuse of 
the reciprocel errengements between the United Stctes end 
Cenrde tho tax that I had to pay on the calculetion to 
the Dominion Exchequer is not payable to them. Why? 
Beceuse, I have already paid et the source, and what I 
would pey to the exchequer in Cenade is reduced by what 
I have paid in the United States. It does not cost me 
a cent more, the place of payment is changed, £ pera “to 
the United States Exchecuer instead of paying to the 
Dominion Exchequer. 

THE CHAIRMAN: Mr. Elliott, if the tex in the 
United Stetes is et a higher rete then thc Censdien rete, 
ere you ellowed the full deduction? 

MR. ELLIOTT: No. Only up to the equivelent of the 


Genadian tax. You cennot eet into the taxes thet are 
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otherwise peyabdle to the dominion on my other income, but 
up to the rete thet I do pey now I do not have to pay 
again. Let ms develop thet question a little more. Go 
beck to my first cxampls, the net yield to mc wes 5 per 
cent on my investment end en 8 por cont yicld in the 
Unitcd States on borrowed money and I p2id 5 per cent on 
it. I get a net yield of three per cent. I heve to declare 
thet. Neturally, 5 per cent deducted on @ gross yield 

is alweys greeter then © 3 per cent yicld taxcd et our 
normal rates, even et greductod retes. So thet my 
obligetion to the Dominion Exchequer is elweys or neerly 
flweys wiped out. 

COMMISSIONER ANGUS: Do I undorstend, Mr. Zlliott, 
thet the Dominion will cllow you to declere your net 
income, thet is, thrce per cont in tho net? 

MR. ELLIOTT: Certeinly, thet is whet is tekon. 

COMMISSIONER ANGUS: And then deduct somcthing which 
is greeter then the tex on the income so qoclerod’? 

MR. ELLIOTT: Wot grcater, equel to. 

COMMISSIONER ANGUS: Yus. I meen, it cennot be 
eppliod es against other perts of the income. 

MR, ELLIOTT: No. Whet you reelly do, in fect, is 
Wipo out my tex on tho United Stetes income, on my exemple. 
We put on 5 por cont tex ct tho source in 1933 end I 
ettonded in Englind with Dr. Clarke, Deputy Minis ter of 
Finencee, snd we were doubtful if they would cllow the 
tex os & doduction from the tx psyeble by thoir own 
U.K. citizens. Why? Bectuse, wo thought it wes « gross 
tex. But, they cllowed the tex es £ deduction. Thet is, 
the tex thet we teko :t the source ct 5 per cent is «lweys 
cllowed to the Unitcd Kingdom resident, so it docs not 
cost him eny more. All thet is peid into our exchoquer 


is the 5 por cent wo tke off, instocd of thet mn peying 
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it into tho U.K. Bxchccucr. Now, I begin to givo you 
tho idor, I hope, tact this is en intorn’ tion;1 instrunmont 
end boc-usc thoy herve 2.11 reisod thom to the smc heighth 
end they “ro cll putting on texos st ths source, we must 
hove this instrument in such t mnncr thet wo ern dorl 
with it intorn-tionrlly, uncncumbercd, unimp:ired, und-.m.ged 
in the recor, because those things that I heve mentioned 
are allowed, the dominion tex et the source, they are not 
allowed by the provinces texing on whetever retes they do 
on business net income. None of them tex on interest 
end dividends yet. I correct that stetement, they de tax 
on interest and dividends to their citizens, but not to 
the non-residents. But, so fer as the net income is 
concerned the man peying texes there, the tex, he pays 
to the province; is not recognized in eny of the other 
countries of the world, end thet meens it is a straight 
burden to the taxpeyer himself. It is double texetion 
and he is impinged upon cleerly. 

COMMISSTONGR MACKAY : Just pardon me & moment, 
Mr. Elliott. This system of texetion et tne source is 
becoming generél not only for personel income but for 
corporetion income too. 

MR. BILIOTT: It is for corporetion income SilSGen Lu 28 
for both. 

Another internetionel feature of the incone tax lew 
is these reciprocel ellowences which I referred to in dealing 
with the withholding ¢t% the source, but I just went to 
enumerete them so the committee will have then before them. 
A developing ono, which is not understood, I will indicate 
es fiscel evesion. There is & movemont to eliminete fiscal 
evasion in ell countrics. This wes discussed et the 
fiscal committvso of the league of Netions end <. solution 


suggestcd. All notions roleted two things: First, double 
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texetion is = powerful motive to ovedcs texation. Everyoody 
resents two texes, snd everybody »grees with thet. Therefore, 
where double tax. tion cxists thore is « strong motive 
to minimizes it or evede it, end if you gvt into the chennel 
of minimizetion it is cesy to move into the second phése, 
even to evede singlo trxction. Therefore, rocognizing 
double taxetion is © strong motivs to risez1l cevesion, the 
leruge of Netions in 2927 drow up =<. modsl convention for 
the cvoidenee of the double tex cnd the notions of the 
world heve cccoptcd th: t model convention cnd there now 
is well ovcr 140 double t xetion oagrocments, 
Hilctor:.1 conventions betwoon the n°tions. 

THY CHAIRIMZN: ‘Yeuld you file = copy of thrt 
convention ss on exhibit? Weve you - copy of the 
a@rceft form of the convention? 

MR. ELLIOTT: Decidedly. I will bo very heppy to give 
it to tho commission. 

WR. FOVLER: Thet will bo Exhibit 155. 

WXHIBIT NO. 135. Drift form of modcl 
convention for 
rvoidsnee of double 
tex drewn up by the 


Lor guc of Netions in 
1927. 


MR.ELLIOTT: Socondly, so frrss the notions crn 
cooperrte to svoid fiscal ovesion, they ‘re compelling 
those who heve the sbility «nd income to pay £ tex to pey 
it, ond to the oxtcnt they psy whet thoy “ro not nllowed 
to evedo, to that cxtcont you cna I cnd cverybody clse 
who is trxed crc relicved, to the extont thrt thoy «re 
cellowed to ovedc you end I ond ovoeryvody clsc re tahhet much 
more burdonea. Theroforo, thet is © common intornrtions1 
problem th: t finds « scnse of ro’ dy coopcrrtion. In 
furthorznee of th7t, the fifth intornction: 1 fer ture is 8 


tendency tow:rds muturl sssistznec by onc nrtion to snothcr 
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through th. cxchings of inform tion ¢.nd muturl sssistcnec 

in the onforcoment of judgmonts. Mr. Choirm-n, -s you will 

cppreci-te, tho Committcc of Netions is standing in 
dope.rtins from 

jooperdy of /its long cst: blished non-rocognition of 

revenuc lsws becausc the force of cconomic conditions is 

moving tho Committcce of N-tions to do things they novor did 

before. 

THS CHAIRMAN: Do these conventions vrovide for the 
enforcement in one country of « judgment recovered in 
eno ther? 

MR. ELLIOTT: The conventions to which I refer are not 
fully developed. I cen tell you there is a convention 
existing botween Belgium and Frence which on explanation 
by the members from those nations et the committee wes 
most interesting bcceausu it fitted in so setisfectorily end 
hendily with such @ plen end they both joined in giving 
it great preise and they seamed to realize they were 
getting not only the texés that belonged to them but the 
texes they had to svend moncy to get a judgment on end they 
were gctting the tax end judgment from those who were 
trying to run ewey. 

Thorefore, Mr. Cheirmen, I heve tricd to show you, end 
I will now sum them up, thc five points which meke 
intcornetioncl hermony ussenticl. (1) Double tex; (2) With- 
holding et the source; (3) Reciprocel tex -llowences; (4) 
Fiseel evesion, end (5) mtuel sssistence by wey of exchenge 
of informetion end enforecment of judgments. On the 
exchenge of information, as © mt cor SChickfet, the thee iss 
boon brokon botween the Unitod Stetes nd ourselves in 
reletion to thet five por cont benefit which they greciqusly 
give tous es & noighbouring netion end we gnid: "You eon 
rely upon us. We #70 not going to ellow Cenuda to be a 
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Exemple: The United Stetes hes « dividend coming to a 
Cenadian eddressee of »100,000.00. The tex 

et the source, if tnat 1100,000.00 went to eny other 
eccuntry in the world, would be 10,000.00, or 10 per cent, 
but the eddressee being in Cenade, they only teke off 5 
per cent. Now, it would be 2 useful thing if e person 
in any other country in the world could sey: "send me 
$100,000.00 to an eddress in Cenede", aad the addressee 
in Ceneda simply sent the money sbroad es money, not as 
dividend, not es interest, but simply es money transferred 
in the wey it is eesily done these days. We sey, "No, we 
will tell you whe gets the money in Cenéeda and what they 
do with it, end we give you thet informetion to assure you 
thet Canade is not going to be used <s & bise for evesion 
fraud when you grant the special concession.” So the ice 
hes been broken on exchenge of information. 

THE CHAT A AN: On the question of ovesion, is there 
eny understcnding ss to the term of residence which & man 
must h2ve in one country? I heve understood thet it wes 
possible for ¢ man heving residence in three countries to 
move from one to the other, live = period of time in esch 
and not live in «ny one country long enough to be subject 
to texetion. Is thet possible? 

MR. ELLIOTT: Inc fow sentences I will give you the 
history of the whole thing: Before 1900 the lew of Englmd 
which lecds in «ll theso things beci.use it ws the first 
lew, wes thet if a porson is resident in = country, beccuse 
he is rosident, the clomont of time does not mettere 
Becrusce he is rosident he is subject, like ony other resident, 
to the full impect of thet lew on his totel income wherever 
it appeared. Th-t is point onc. Point two, he mey héve 
en nddod rosidence. He migit have * residence in Engl-nd, 


in Scoticnd ond in Irolend, rnd hove * fourth residence, 
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@ cheteeu if you liks, in the south of Frence. On 

eccount of tho rcsidenes in four or five countries he would 
be lieble boccusc ho could ectually use it in some 

period of the ycer. As the lizw then stood it did not matter 
very much rospocting income tax, es I indicetcd to you, but 
if there hed beon « tex es tho lew then stood hoe would 

heve becn liable to tex on cvory onc of thom, ond without 
rolicf for double taxetion by reciproc:.l cllownnecs, becusse 
they did not exist. Howover, the stztuto lew of 

the country wes Oltored cnd it said: «ny person th:.t is 

@ residont for = cortsin numbor of drys, usuelly helf yoerly, 
thet is helf yocrly consscutivoly or helf yczerly in 

broken cllotments which in the totscl sum cau; lled 183 dys, 
if he wes thore more then helt the yoer he wes texed. Thet 
is point two. Point three, = mn is rosident in © country 
end he leeves it for « whole complote ycer ond he never 
comes brek. Now I em getting on to queostionrble ground. 
But the lrw scid, ss I undorstend, thet © person Wes 
rosident or ordincrily resident. Wheat is the merning of the 
words "ordin-rily resident"? There sre two kinds of 
trevellors: onc is < men who is © tremp, snd todcy slecps 
in s bern ond tomorrow undor © hry stock. There is the 
rich trevollor who gocs to tho gro:t hotels «nd hes fil ky Gale 
comfort snd convenicncos thore. Thoy “ro both tremps but 
they must bo relstod to sols »~lcn, there mst be an income 
tax scheme for them. He is e tramp but he has got to pay 
tribute on his ordinery residence. Lord Cave seys in one | 
of his judgments thet this person who is ebsent for all the 
year mist be ordinarily resident and pey tribute to thet 
country. The question of residence is ¢ new one, but today 
there ere gradations of time thet the person mist be in 

the country end residence is slowly giving wey to the 


preeking dow of time The two are essocieted and I can 
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only say to you, Nr. Chéirman, thet there is no enswer to 
thet et the moment, it is in the making. I think that is 
the summery of the position on residence. 

Let me come beck in my minutes. This question of 
double texation which cerose in the world was so vicious 
in one pcrticular espect thet it called for immediate 
decision. There wes &@ kind of compeny which did 
business in every pert of the world end it ncont irit was 
going to be taxed on the business it did in these particul- 
er countries busincss wes inpossibic. Thet wes the 
shipping compenics. Ships cemo to every port in tho 
world end they were lozded cnd unloaded znd storcd their 
goods and so forth. Thoy were doing busincss end everybody 
wes gled to heve thom cerry on business in thet country. 
The shipping compenics wors so situated thet with the 
heevy retes of incoms t-x since 1914 they could not do 
vusincss. All countrics entered into this cgrccmont that 
ell shipoing compenics shill be licblce only in one plece 
end thet is the pleco whora thoy sro orgenizcd. Sixty 
such ¢groomonts cro in use tod:y. Thet shows strikingly 
tho cffect of double tox-tion. That kind of comprny 
wes so bed th:t it wes not dorit with by double tox-tion. 
It simply mocns “hends off these comprnics or they ecnnot 
do buginoss ct ell." Cencdr., if the committce is 
intorostcd, hes cgrocments with thosc countrios, and if 
you like I will out it in. 

MR. STSTART: Thet will be cxhibit 156. 

EXXNIBIT NO. 136: Internetionrl 
ceroonent respecting 
brxe tion of shipping 
comprnics. 

MR. ZLLIOTT: Now, I :m dorling with the intern? tionel 
esrocts ond I -m dotling with the first onc, double 


texetion. And I hevco pointod out that thet was evoided 
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by the shipping compmsnias in the monnor describod, cnd 

I montioncd this before boeruso the question thet was csked, 
the m nner in which it wes dcoclt with through tho bilczteral 
agroements, There weru 140 of theso bilcterrl rcgreements 
end they were besed on thet mode. convention which I am 
going to put in, initislly drewn in 1925, finrily sppreved 
in 1927. 

The noxt internctionel forturo thet I would like to 
doal with is tho withhciding @d.the tox. et. tho source. 
This, Of course, is « pheso of doubvlo texzetion. J] heve 
indicatcd thet it is froquently on gross income but él11 
netions of .the world thet imposc income tex - end there 
cre over 46 nations of the world tnit gq now imposing 
income tex, while i might scy thet prior to 192¢ there 
wore precticclly none except = fow thet I heve mentioned 
end they were so low thet it did not m tter, so thet one 
might sey thet in tho sense of boing & mtter of concorn, 
eny nation in the world of eny civilizcd stending imposes 
en incoms tex - oll these countrics, or substenticlly 
511 of them,impoge c tex on dividends end interest which 
heve © source in thoir country. Petonts end roycltics ere 
clso subject to rondy trxntion -t the source. Thore is 
not much more to bo scid -bout thet then to sry -- yes, 
there is mich more to bc seid. I think the committee 
would be interested in this: Gro.vt Britein «lone hed this 
incomo tex cnd tool © toll st tho source but she also 
texed in full dividends and interest coming from ebrord 
thet ceme home. Sho got tho yiold on thet from the person 
thet wes residont in her country. In the country of 
erigin thorc wes no tex et 611 up until 1910, in «ny event 
1914, so thet Englend cx cted tribute, without ecllowenoees or 
eonsiderction beerusc taere wes no necd for it, fram «ll 
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of. tho world herd an investment in Englrnd for -1l1 those 
yeors sho took substanti-l trioutc -t the source, beczuse 
thet is hor system of texation. That wes on cxsronoly 
good systcm,. And then when the source, if I my cell it, 
of double texction crose tho qucstion wes: Who hes the 
primry right to impose the tr-x? Is it with the compeny 
whore the verson resides? Or is it ct the pleco of 
origin? Creet Britein, supportod by the Intsrn-tioncl 
Chembor of Commerce Which initic lly lid down this 
resolution in tho 1922 Convention st Rome, <«sserted that 
the pleecc of domicile or residence hes the right to tex 
primerily, Thet is where the empiteal comes from, snd 
invested &.brord the yicld comes home ond is there texed 
end if cny of the othcr countrics wented to impose a 

t:x they should ellow something for chet his clready 
been peid at the pleec of residcnec. That wos forcefully 
put forw.rd, but it is losing ground ond I would elmost 
sty hes lost ground. Why? Roerusc the plese of origin 
scid: "We teko the tax or you don't gct it. out of the 
country." So in cffect tac plece of origin hes now the 
primary right to impos. the tox ond whet has been taxed 
et the plece of origin has to be allowed in pert by the 
plece of residence imposing theia tex. Thet same 
intemetioncl convention ro:.lizing they might not be 
successful in that presentation said in their resolution 
something Zike this, thet the country of origin should 
not unduly impose e tex or meke @ heavy tex or @ large 
tex. In other words, they should keep their rates dcwne 
Now, Mr. Cheirman, thet is a pious hope, and thet is the 
biggest thing that fi can bring before the Committee, 

this new movement ot taxation et the source, not et that 
mild rete but the ever increasing rete thet is going to 
be teken at the source, and no one cen do anything ebout 


it at the place of residence except withdraw his capital 
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And so long es the country thet is taxing et the source 
does this, stetes,"you will elways get = profit from this 
country, come in and meke « profit, it is wide oren, but 
so long €s you méke < profit which is a reesoneble yield 
on your cépiteal, we sre going to teke the balance." and 
investments heve to be made some plece, you cénnot 
concentrete them 211 in one country, end so sapital 

will come into eny country thet leaves some yield to 

the person investing who resides in another country. I 

do not know that I wouid prognosticate enything, that is 
not my function, I em bringing facts to this commission. 
If the facts develop a4 direction they must do it, but it 
is not my duty to advocete eny direction for them. I would 
be sorry if these rem:rks wore interpreted as advocating 
something. I know, et le&ést in my own mind, those facts 
do indicsete something but I do not went to be taken, 

€é8 & civil sorvent,es cdvocating anything, I em 

giving the fects. But look at them: texes at the source 
in every country. It hés boon increesing ¢nd increasing 
and where is it goinz? Look et the United Stetes. I 
think it is three yeers ego or less, they never hed 

texes at the source et all and now they put on 10 per cent. 
I em sorry I have not et my finger tips the amount of 
money they got. And cvery doller thet thcy got was taken 
out of the exchequers of othcr countrics, beceuss with 
most of the other countries they have recivrocal errenge- 
ments. Tho texpsyer did not suffor. Tho foreign 
exchoquer suffored. It is an internetional moasure end 

we went to so construct our finences and make our arrange-- 
ments so thet in the inteornetionel outlook hereeftcr we 
ere going to bo in & position to dozl strmely with this 
texation et tho souree. The Lceegue Committee hes referred 


to it as texction et the placo to which one owes cconomic 
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elleogicnes. Theat is, thet pert of tho totel texcs paid 
by eéch porson ought to reech the competing cuthtritics 
according to tho porson’'s cconomic intorust in céch 
euthority. In other words, to whom doos ho ows his 
eeonomic =llegience? And in © word thet is the plzice he 
peys his tex end thet morns toxcttion ct the source. There 
ere four olcmonts in this oconomic ellogiencc. Thet is, 
the origin of the wecelth, the situs of thc worlth, the 
enfercoment of the rights rusvocting wealth cnd the 
residence or domicile. Tho elloc:.tion of economic 
ellogisneo sssigns 211 corporcel woclth to the place of 
origin. In other words, the fixcd immovebles, Neturelly, 
they heve the right to tex on thosc. Anda neture.lly, 

cll intorchengosbdlos, the incorporoel, thet is *ssigned 

to tho pleco of domicile. But it docs not work in 
principle. Boctuse the yicid on those incorporefls tzke 
potonts, roy:ltios, they cre texed ct the source. 

I would like to put on record for your onsideretion 
the four motheds thet heve doveloped in relstion to this 
toxetion ct the source. First, thc country of domicile, 
of residcnee, ellows to its residents the whole of the 
tcx peid rbrord, no usttor wh t the rete is. Thoy simply 
sry,tho rete thet is pid ~brocd. And ths second is the 
eénvorse of thet, the country of origin, whero the money 
erisos, tho country of crigin exempts non-residents from 
the texos imposod on income with the source therein. Thet 
is, if inborest or income is prising hore end going nbrosd 
we cxempt it ontiroly. Thrt is oxomption «t the sourcc. 
Ana tho third is tho relisf -s elloczted betwoon tho tw 
countrios. Tht is the rule with Grost Britein. Thoy 
ellocs.te up to 50 por cont of thoir t-x, We sllow up to 
the full emount of our tex. So Grozt Britcin reslly féils 


into tho third. And thon the fourth method, thet of 
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eppointing perticuicr elrsssas of income to bo» t7.xed, only 
in ono wry or tho othur *ccording to how it is rssigneod. 
Thet is, thoy might cssign intcrostt bo texcd by tho 
country of origin cnd tha might sry, p:tonts, wo hold 
tao 2niGicsepotony Biecht.cnd.wos"re going.to«tex “bs the 
plics of residence ovorything rol: ting to the prtent 
Vicid.,..YoOyc 1b 10s. het is whct I tm erlling tho ‘ssi gn- 
mont of cert: in incomes to the rospsctive jurisdicticns. 
Now, these arc the four methods, but whrtcver mothod is 
to bo “doptcd this is to bo notcd in whole or in prrt, 
thet tho tex which is pid «t the sourco is just thrt 
much less thct the trxpnyor prys to his country of domiocilo 
or residonce. Thorefore, it is simply tho country of 
origin lifting the t:x from the forcign exehequer fnd 
p.tting it in its own cxchequcr. Of course, the cuestion 
4s: How mich cén it lift? And so long *s we in this. 
country Lift - goodly portion,=nd so long cs our provinses 
lift somothing mors in thoir income t-x mersures, Just so 
long es we have got the duel situetion, thet which we 
lift does not hurt the texpeyer sbroad beceuse he gets 
it es mn deduction from the tex which he would otherwise 
pey there. But, the provinces tax is only an edded 
burden to the taxpeyer in thet he gets no relief in the 
foreign country. There is no reciprocel arrangement end 
it is @ifficult to recognize minor jvrisdiction ay iT 
neturelly, you ere chasing cepitel out of the country. 

COMMISSIONER ANGUS: For the Dominion to cgllest the 
income tex for the provincesseés it Aqes for Cnterie, =o 

WR. ELLIOTT: We collect for Onterio, Menitsbe end 
Prince Bdward Island. 

COMMISSIONER ANGUS: Does it make ony difference to 
recognition ebroz.d? 

MR. ELLIOTT: Not et ell, sir. Bub eta LY Sih woe 
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when ol] those jurisdictions put on t.xes, when those 
provinces sre put in relief of double texction in rebéte 
to the provinces, --— st lesst Menitobe is -- 

COMMISSIONER ANGUS: If, in fect, it were < Dominion 
tex collection rnd just refunded to the vrovince, it 
would possibly quelify for exemption “broad. 

MR. ELLIOTT: Tht is very gocd. 

COMMISSIONER ANGUS: It is = fect that the form of 
texation might mke ©. substsnticl difference to the 
foreign investor. 

VR, ELLIOTT: Thzt is < very good point. Thet is 
whet I wes trying to bring out, thet we heve -n 
instrument which we cen wield end use both internationally 
and internelly. I heve clearly mede my point with 
you, Mr. Angus. 

COMMISSIONER ANGUS: Would whet you heve seid with 
respect to income tax epply elso to succession duties? 

MR. ELLIOTT: Not nearly with the seme force. 

COMMISSIONER ANGUS: There would not be *. similer 
convenience in collecting those netionelly? 

WR. ELLIOTT: To be very frenk with the commission, 
I em not snxiouws-to get into inheritence tex discussions 
beceuse, I donot mind seying I heve observed comments 
in the prper end I went to keep cleer out of it. Le 
you want to have é 6iscussion in my drewing room, lL will 
be gled to invite you to my house for tee end like the 
English we will heve 2 niee chet on it. 

I have pointed out to the Cheirmen in perticuler, 
‘he being ¢ mean very lerrned in the lew, smd Chief Justice 
of our great province of Ontcrio, he would be interested 
to turn over in his mind the extent to which the 
Committee of Netions which h*s developed in the comme rsiel 
rer.lm end in essocizted realms is going to breek dowy 
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period is axiomatic to;me end, therefore to you, that 

one country never enforces the revenue ae of enother or 
one government give any eid directly or indivectly to 
those laws which stert in that country, I suggest to 
you also thet is going to break down, it hes not broken 
down yet, but it is going to break down, and knowing it 
is going to breek down it hes an influenceoon the kind 

of amendments we should meke to our constitution. And it 
is @ new thing and worthy of consideration, as Professor 
Angus has indicated. 

Now, I think, unless the cormission has eny further 
questions, that is substantielily whet I want to bring 
before it. 

TMT CHAIRMAN: I think you have set out very clearly, 
Mr. Elliott, the points in relation to the intornational 
aspect and I think we h&ve caught the drift of your 
argument or statement of facts all right. 

MR. ELLIOTT: Thenk you, Mr. Chairman. 

THE CHAIRMAN: And, Mr. Elliott, we eppreciete the 
essistence you ere giving the experts of the commission. 
You stzted the other day you would be gléd to essist in 
any further respoect. -.. 

MR. ELLIOTT: Very much so. 

THE CHAIRMAN: We had @ conference with our experts 
on Saturdey end wo ére pressing them to complete their 
works et tho earliest practiccl date, end if eny request 
comes in for informetion --- 

MR. ELLIOTT: It will heve my first ettention. 

THE CHAT RMAN: You will give it your best attention. 

MR. ELLIOTT: Not only the best, but the first. 


THE CHALRIVAN: Thenk you. 


(Page 5620 follows ) 
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THE CHAIRMAN: The next department from which we will 
here will be that of the Department of Pensions and Na- 
tional Health. Dr. ‘Jodehouse is here to relate to us 
the facts concerning that department, and he is Deputy 
Minister of that branch. 

DR. R. E. WODEHOUSE, Deputy Minister, Department 
of Pensions aud National Health was called. 

BY MR. STEWART: 

Qe Dr. Wodehouse, you are the Deputy Minister? A. Yes. 
ae That is, deputy minister of the nepartment of Pensions 
and National Health? A. Yes, 

Q. Does National Health cover the whole department? 

A. The whole cepartment. 

a The. division between pensions and nat‘ional health 

is below you? A. Yes. 

Q.- Would it be more convenient if yo& read over the memo- 
randum? 

T.cE CHAIRMAN: I think perhaps, he might make a prelimi- 
nary statement first indicating generally the divisions 
into which the activities of this department fall as be- 
tween the federal and provincial authorities. In this 
Way we will have the matter clearly in mind before we go 
into the details of the evidence. 

DR. WODEROUSE: Well, my Lord, the minister had cor- 
respondence asking us to prepare a Brief covering the whole 
mechanism of the department, insofar as health was con- 
cerned. “his Brief was to te deposited with your secretary 
independent of our appearance before you. Then, Minister 
Dunning, asked us for an additional statement in regard to 
the overlapping which might occur, and that is the state- 
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secrotary asked me to prepare a synopsis of the statemeat 
which you have before you and I have done this. It is 
contained on onc page, and I have divided tie fwictions 

into four, groups. I think this grouving covers everything 
with which ‘ve have to ceal in the nature cf bublic Heaith, 
wherever it is a fedoral roesvonsibility. There is the 
grouping which is a federal responsibility of international 
charactcr, the federal responsibility for a national pur- 
pose, aid the federal resvonsibility which is purely 
natioual in scope. Group fair is uncer the heading,"federai 
assistance to other Federal Dopartments and to the Provinces 
and Voluntary Hcalth Associations". 

Now, the federal rosponsibilitics of an international 
charactcr; I Go not know whcthor you wish me to rcaa 
all of thosc. 

Tin CHAIRJAN: I think you might indicate tnose, 
and toll us somc important facts concerning them. 

DR. “ODEHOUSE: First we have an agrecncont with the 
Unitcd States whereby we cortify as to tic harvesting, riclds 
for ell shclifish ecxnorted to the United States. incey, 
in turn, certify as to the shvulifish coming into our countrye 
This weans so fax as tne Health hazarés are concerned, tue 
freedom from disease. The second point is tue licensing 
of biological laboratories who intend to export their 
products. We aiso have the right to inspect for oursclves 
the laboratories of other countries, but we usually accept 
the certificate of the Health vepartmuat of the counvry 
in which the laboratory is situated. Next is the sanitation 
of international waterge. You all probably know that this 
is a responsibility which wo le ve to carry out at tic re- 
quest of tic International “aterways Commission. he 


next item is the e::change of information and police assis- 
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tance in following up narcotic drug trafficers. 

THE ChalRiahh “ith respect to that branch of your 
departmental work, is tnere a good deal to be cone? 

DR. *JODEZOUSE: Oh yes. Probably tho most serious 
case which we have had since I have been Dsputy ilinister, 
resulted in two deaths. Perhaps you will remember the 
incident which occurrecé in Montreal where one witness vas 
jiilled and the man who was prosecuted committsa suicice 
immcdiately afterpewas found guilty. I believe that 
several million dollars was involved in that casc. 

TOE CHAIRMAN: That is a very important branch of 
your work’? 

DR. “ODEHOUSE: Vory important, intcrnationally. ‘We 
could not handlc it without the very bost of intcrnational 
relationship between the various countrics, which I think 
cxists. Under tue heading of “supervision of water supplies 
for driukinz purvoses," we supervise tie water used for 
drinking purposes on international carricrs, steamshins 
as well as trains. The sare thing is done for us in vne 
United States. The next item is the exchango of iufcrriation 
on quarantine diseases prevalence. The international office 
in Paris is 2 cloaring-house for information concerning 
the five quarantinable diseases. Item (g) "whe Leacue 
of Mations Opium and Narcotic Drugs, Biolo-icel Drug 
Staudarads". There is a clearin;-house for information con- 
cermin, these difierent things maintained in Geneva wiich 
ig extremely helpfull. The next item is "vedical Care of 
Sick and Distressed Mariners". we hospitalize those in 
our country o watter what country they may be from. The 
last item under this heading is the "oeratization of Inter— 
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Britain from Indian and be fumigated for rats. ‘his ship 
will have a certificate given to it and then some months 
later will come to Canada. It will then be necessary tor 
us to do the de-ratization of that snip as we have an agree- 
ment that it cust be done witunin sit: montis. 

COMMISSLONER MackAY: what about the medicai care for 
sick and distressed mariners, @o you maintain your cn 
hospitals? 

DR. WODEHOUSZ: ‘we use city or provincial or otier 
hospitals which may be available. Of course, where we 
have nospitals of our own for the care of pensioners, we 
sometimes utilize the beas for this purpose. 

In the next grouping there is first, “The Ins pection 
of Food and Drugs’. Last year we cxamined twenty thousand 
e .ecimens in our laboratory which ve suspected of being 
wrong. However, we do not examine everything. Fifty 
per cent of tlese specimens were collected in our custcns 
warehouses. wThe Proprietory and Patent Mcocicine 
Protection"—-these are all inspectcda in the customre houssce. 
This éepartment aide in tis enforcement of these acts. 
hey know all the requirements of the law au over 
if things come in by mail, thsy 6r- referroad ty them to 
use In tic cass of thc larger ports such as ilalitax, 

St. John, Montreal, and Varcouver, our inspectors visit 
the warehousts cvery morning because of the large quaivitics 


6G6C. 


ef foods being importcd through these poxts which 1 
proper supcrvisicn. "Liconsing Import Opium and Narcotic 
Drugs" "Immigration, McGical Inspection." “wc have 

five doctors overseas and we also employ the panei coevor 
in Great Brivain. 


THE CHAIRMAN: Are all imizronts examin ¢ before they 
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DR. WODENOUSE: Yes, in all the countries. 

THB ChAIRMAN: In all the countries of Burope’? 

DR. WODEHOUSE: Yes. 

THE CHAIRMAN: At the time there were more people 
coming into this country, did you have many occasions where 
peopie were passed before leavins a country but had to be 
rejected upon arrival here? 

DR. WODEHOUSE: That occasionally does occur, but 
not very often. ~e@ Lind the panel examination working 
out very satisfactorily now. 

COMMISSIONER MactAY: That is a charges on your copart- 
ment rather than on the Department of Immigration? 

DR. VODEHOUSE: Yes, tnat is carried in our cstimates. 

COMMISSIONER MachAY: They have no medical supervision 
of their own? 

WR. WODEHOUSE: No sir, we provide that and that also 
applies to some other branches. 

"Tederal responsibilities pureLy rational in scops." 
The first item is the foodsand drug act, the curorcemnt 
of that Act. “"Provriety andiPatent Medicines Licensing 
and Supervision. “Opium and Farcotic Drug Act, Licensing 
of Manufacturors and Auditing of Drvg stores, Hospitals, 
Control of Trafficking." “"Publiciorks Health act." 
“National Council of Nutrition." 

TH? CHalRMAN: “hat is that? 

LR. .ODIUCUSE: It is a body which we have just set 
up. ‘iis is partly under the Federal Coum il for Health. 

+ 1s made up of representatives of that yoard, five in 
number. “here are four or five what we might call university 
or technical exverts wno are retaimd in ab advisory capacity. 

THE CHAIRMAN: When you speai: of the National Council 
of Health, is it still composed of the itinisters of Health 


for the different provinces? 
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DR. WODEHOUSE: Just as you set it up. "The Medical 
Tustitute of Research"---this has not yet started. "Hos- 
pitalization of Labour," 

Tus ChalRMaN: What is being contemplated under that 
last item, if you are at liberty to t¢11 wabout i+? 

DR. “ODEHOUSS: Research? 

TdS CHAIRMa: Yes. 

DR. } GCDEAOUSE: It is hoped that we will be able 
So organize a mecicai research setup in the National Re- 
search Council and probably conduct it for five years 
ex so under that head. 

WHE CLAIRMAY: Set up under the Research Council? 

DR. WO) BHOUSE: Yes, yntil such time as it might be 
warrantable to have a medical research organization with 
a@ governing bocy drawn from the universities and those 
interested in weaical research more directly. 

TEE CHAIRUAN: Is there any reascn why the national 
research council should not embrace within its activitiec, 
research inso problems concerning public health and pre- 
ventative modicdne,. in addition to tue activitics which it 
is now carrying on? 

DR. WODEHOUSE: I do not think it it felt that tiere 
is anything in its constitution o7 legislation covering. 
its set-up which would prohibit such an action. it has 
been tie policy, however, up until tue preseuse time to 
refrain from anything purely medical, althougns, they did go 
into tuc question of tuberculosis jnsofar as the health 


of animals was concerned. 
'Peceral sgsistance too ther Vederal Departments 
and to the Provinces and Voluntary Health Asscciations." 


"Grants in aid to the Voluntary Health Agencies." 


4,0 


oy nice 


_ eos ban » nastsesirdan fed mos awe esa sntevog 8 
| ve ydtoonth' brow doceceet fakeoa ah ut 
taaor see evtt ie iotent: ‘Yas eget aL “kA wat ei: 
pokt vitae wht sk hy by, posits diies bisa Aikonuoo 
rere, ahd i hee ntaeing _ gatane bi one oneg wnaiitong, OF ut senna 
$i dotde meldtvetea aur ‘ot so kOEDS 9 at svab Hees, Seth otaer o 
a aaa "aang CTR ba ah 


ened Fait ter te a; akg tom of im epuarsaoW at 


Ay! 


aauavrb iokebiatges x0 nonvuddaasos ook ee pacbaiigls ae 
ne wh). Blatt Liss sidiis eetkadig Po Sk ois dot were we 
a ‘onthe ao vountiy eit: dated ew «seve wobias ead cael i i 
na itt seit nnotta slasities ‘iteawc sutahaae atoxit akong is 


AtLepe ont 28: | step hintedst to notdsoup per atm 


; lg a - Doosan nae sama 20 
abate 900 cates ost ost ‘connotes Suzana “th ay 


5826 


BY MR. STEWART: 

Q- Those are the agesicies which are set out on pege 
two of your memorandum? 4A. Yes. 

DR. VODEHOUSE: "The Loan of Personnel and Equipment 
to the Provinces at their requost and for cooperation with 
them." “This applies to the division of child and maternal 
care, industrial hygiene, epidemiology, sanitary engineering, 
laboratory workers, hospital architecture, and psychiatrists’ 
services." “Agsista:ice to other Medical Departments"--- 
that is medical supervision of sick leave for the Civil 
Services Comnission. "Medical and “ospital Supplies." We 
also purchase modicai supplies for the Department of 
Iniian Affairs, which is annually about $5C,000. 

TUE CHATRMAN: You do not give medical services to 
those on tne Indian Reserves? 

DR. WODENCUSE: So sir, that is another department. 
wxcepting for tue Devartnent of Immigration, the medical 
services in apy other department are handled by thet - 
department. 

THE CEAIRMAN: Zach department handles its cwn’% 

DR. “VODESOUSE: Yes. 

THE CHAIRWAN: iI think is was in tne Brief presented 
by the Canadian Medical Association, that it was suzgesved 
that your department should be respor.sible, at least it 
woulda tend towar@ efficiency if your department were res= 
ponsiblq for the medical services in other departments 
where medical services are required. 

DR. WODEHOUSE: I would lixe to ask the question, 
in whose Brief was that contained? 

MR. STEWART: The Canacian Medical Couneil, and tne 


Anti-Tuberculosis Association, I think. 


DR. WODEHOUSE: There has been interdepartmeatal dis- 
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cussion ccnecernin,, this question. It has not been brought 
acvouy througk any suggestion on our wart for fear we would 
be suspected of bein; covetous. I really woulc, rather 
not discuss it. 

Tis Cr.AIRMAN: It is a matter of policy and upon a 
matter of policy--while we would be giad to iiave any noelp 
which you might care to give us--we de not press you to 
give information upon sucn matters. What is the Council 
doing at the present time, what are it. present functions? 

DR. “JODEHCUSE: You mean the Federal Cuuncil of Health 
composed of tne tine Teputy liuisters auc five other people? 
It meets every six months and now, at alternate meetings, 
the ministers of the various provinces come to the meeting 
at the same time as tne Deputy ministers to meet with our 
minister. ‘We invariably have legislation concering enforee- 
went in the differsut provinces to discuss. 16 then, 
discus it clause by @lause in an attempt to meke it uniform 
in all provinces. ‘ve have been extremely successful for 
a number cf years. When the provincial Fealth Officers 
gather around one table they alinost invariably arrive at 
a satisfactory arrangement. Their gZovernne nts usually 
adopt their recommendations and so the changing needs of 
health are taken care of in this way. 

MR. STEWART: 

Qe In the main Brief, Dr. “ocehousc, which you have pre- 
sented, I nctice there is a departizent of publicity mentioned. 
&. Tt is being organized. ‘Ye have founc difficulty in 
getting an appointec. ‘We nave the funds, but we have not 
actually designated a man as yet. 

ie Now, is thers any overlapping, in your opinion, betweon 
the function or such 4 department and tie work carried on 


by the provinces? Re Well, I snould think that, 2a 
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a matter of this kind, if there was any duplication, it 
would be for the gereral good. The more repeatedly we 
cén impress upon people that certain things are for tieir 
own good, the better the result will be. 
Q- TB there any publicity department connected with the 
Pepys nce activities? A. I do not know of any, but 
they have all been issuing information in pamphlet form 
and so have we. 
Q° Ané radio work? A. Yes. 
Qe It would rot be the isitention of the publicity divis:ion 
of your departme::. to overiap, but rather to coordinate, 
I suppose? A. Well, to coordinate--with our meetings 
every six months our vie's are almost one. 6 know where 
we are going and help one another in getting there. With 
only a six sonths' lapse, nothing really can ~o wrong. 
The provinces requested us to set up tiis division of 
publicity. 
Qe Ir all other tliaces where any serious overlapping can. 
eome about. are those indicated on pages three and four or 
your Brief, is that right? A. Yes. 
Qe They are largely concerned with chilu and maternal 
hygiene and industrial hygiene? the Yes, but if you will 
recall, we never attempt to go isto tue provinces with 
these services unless requested tc do so. We always have 
the cooperation cf the provinces anc so we really never 
get into any difficulty in the matter. 

Tig CHAIRMAN: Mr. Stewart, e6xcuce me, for a moment. 
I woulad like to ask Dr. “Jodehouse concerning his enumerations 
at the bottom of page 2. these are things which the 


provincial departments of health carry on, the collection 


of vital statistics. is tuav done by the provinces ex- 


clusively, or does the Dorinion Departmnt of Statistics 


collect also? I would like to know if there is any dupli- 
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cation there, 

DR. WODEHOUSE: I think, if you would be good enough 
to ask Dr. Cues; he would be able to give yuu a very 
clear statement in that regard. I believe, the provinces 
are the original collectors of vital statistics, but they 
send them to Dr. Coats. . 

THE CHAIRMAN: "The control of communicable diseases"-—~ 
this is within provincial jurisdiction, and your depart-— 
ment does not exercise any control in that respect. 

DR. WODESOUSE: No sir, if you will just remember that 
all the detailed work concerning the population of Canada 
is a provincial matter and ail the detailed work concerning 
the people coming through our borders is a Dominion respon- 
sibility, I think you will always have a very clear division 
of responsiblity in your mind. 

THE CLAIRMAN: "Cancer control", I think Dr. Young 
told us that this Memorial Cancer Research Fund, that the 
income from that is placed at the disposal of the Canadian 
Medical Association. 

DR. WODEHOUSE: Yes. 

THE OCTAIRMAI: You have nothing to do with that? 

DR. WODEHOUSE: I am Honorary Secretary of the Trustee 
Board. 

THE CHAIRMAN: Then you have a good deal to do with 
ie 

DR. WODEHOUSE: I send them a cheque every six months, 

iE CHAIRMAN: Does your department make any scientivic 
study in industrial hygiene, or is any scientific stuay 
bémng made by the Research Council? 

DR. ODEHOUSE: Yes, by the National Research Council, 
One of their very best authorities is in charge of the 


mattcr, a man named Cunningham, I beliove. We are just 
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setting up a division of industrial hygiene at the request 
of those provinees who really do not feel that they should 
spend the money to maintain such a feature. ‘they would 
like to have the benefit of consultant services, upon 
request ,from the Dominion government. ‘Je do not antici- 
sate that Ontario needs it at all, but some of the other 
provinces have asked for it. 

THE CoslRuaAN: Would there be any duplication if you 
set up one branch for certain provinces and Ontario and 
Quebec had their own. Could i+ not be as efficiently uone 
by one branch or departnent* 

DR. WODEHOUSE: I think, in cases where the provinces 
have set up such services that they know tic necas of their 
people intimately and would do the work as well or better 
than anyone we could send. Howscver, for those provinces 

which ¢éo ‘ct feel they want to spend the necessary money 
for tbh. mainvonance of such an cxupert, I think we couid 
render them such a service, upon their request, to investi- 
gate the various industries which they felt necded investi- 
gation. 

COMMISSZONSR MacKAY: Tho cost of such a system would 
now be any sabindee 

DR. WODEHOUSE: It would be much less, 

BY MR. STEWART 
Qe How docs the ¢ivision of child and maternal hygiene 
cooperate witi the provincial departments? A. We provide 
Literature; some of 4t we print aud put out in their 
name. We neorade lecturers and speakers for cach province 
at its request. Our head of that Givision or his assistant 
sociologist end go to their meetings, not on his own 
initiative, pugs simply to discuss problems of mutual 


interest. ‘.o also assist them in making studies of auy 
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interest. We also assist them in meking joint studiss of 
any particular problem in which we are interested. 

Q. Tse study of infant mortality? A. Yes, and maternal 
deaths, abortion deaths and such nuatters. 

Qe Your division of industrial hygiene has just recently 
been created? A. It has just recently been set up, sir. 
The activities of this organization have not, as yet, been 
clearly defined. 

Qe They will work in conjunction with the National Re- 
search Council? 4. They do not know exactly. They will 
probably exchange information concerning tie advancement 
made in the utilization of things to reduce the nazerds of 
Labour. 

Q. Food and drugs inspection involves a certain cooperation 
with the provinces to see that the fields co not overlap, 
is that so? 4. Yes. 

Qe Take, for instance, milk? 4A. That is in the same 
position as the Canned Meat anc Canned Foods Act. 

Qe But in the fielé of fresh milk? 4. That is desig- 
nateg by an agreement, to the provinces. Where a province 
has requested it, we have given it to them. 

O18 Take, for instance, water, does your department 
administer tha rules concerning the water supply of the 
provinces and municipalities? A. We do it for inter= 
national carriers, such as steamships and trains. 

Qe Your division of sanitary engineering deals largely 
with international questions, such as transportation? 

a. Yes, anc a very large part of it deals with the super— 
vision of these shellfish. 

ae That is,also done in cooperation or by agreement 

with the United states, is it nov? 4S. It is done at their 


request, otherwise they would not accept oysers from us. 
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We do the same; we would not accept oysters from the 
United States unless they were certified. 

THE CHAIRMAN: You think, then, that we are quite 
safe in eating oysters? 

DR. WODEHOUSE: We are safer in eating imported oysters 
than we are in eating domestic oysters. 

THE CHAIRMAN: You do not watch our own? 

DR. WODEHOUSE: We watch the importations much more 
closely. We cannot watch our own, we have no authority. 

Of course, we could examine them on the market as they did 
in England. However, they found in England that the oyster 
would not wait to be examined. It takes twenty-four hours 
in an incubator to find out whether you have any typhoid 

or colon bacillus. You cannot do it by eyesight. 

THE CHAIRMAN: Has this matter been discussed by 
your Federal Council of Health? 

DR. WODEHOUSE: Yes, it is well kncwn to the Federal 
Council of Health, an& it is knovm to the Dominion Fisheries 
Department. It seems hard to decide just in whose hands 
the matter lies and just what is going to be done aba t 
it. We have been doing our part efficiently, I think, 

YUE CHAIRMAN: Certainly, it should be possible through 
the coop emticn which has been established between the | 
federal department and the provincial departments of health 
to reach some understading about the matter? 

DR. WODEHOUSE: I don't know whether the right 
authorities have ever had the metter brought to their 
attention. What brought it to the attention of the 
United States authorities was a very severe outbreak 
in New York City a year ago. ‘The States did not want federal 
intervention in this matter. This outbreak was caused by 


oysters which were literally bred in the sewers. They 
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were nicg plump looking oysters and for this reason made 
their way into the very best restaurants. It is probably 
for ti.is reason aiso that the health inspectors did not 
check up on thom. There was an cnormous cacath toll. 


BY MR. STEWART 


Q. The sanitary engineering division d@ms not cuter into 
the provincial ficld? a. Only upon request. we do, 


however, where there is a water supply in a city which is 
going to be used to refuel intcrnational carriers. "co do 
not accept tho municipalitics cortification of the water 

in such places. 

Q- Your Department of Epidemiology is a recently organized 
division? A. YGs. 

an Would you just indicate what its functions arc to be? 
A. we havc a statistician, or Yathor arc having onc sent 
to us by Dr. Coats. We expect to got reports from all the 
provinces and the largcor cities on a great many discases. 

We expect to huve sot up what the nomal oxpectancy of 

these diseascs would be at tho different times or the 

year. As soon as the statistician observed a rising curve-- 
if the provinces did not quickly appreciate the fact, it 
would be the privilege of the statistician to correspond 
with them and bring the matter to their attention. He 

woula go to the province: concerned and help it in any 
actions which it might take to curb the outbreak. 

Qe Have any of the provinces similar officials or are 
there similar functions being vreformed by any division 

of Epidemiology. bey oXOSs 

Qe By which provinces? A. Ontario, Quebec, and Manitoba, 
to my knowledge. Alberta and Britisn Columbia might have. 
Q- Are there any overlapping services whatever? A. None 
whatever. The best answer to that question would be that 


they asked us to set up these four new divisions. They 
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were ostablished upon the request or the provinces. 
mR. STUWART: %I should think it would be well to 
marx Dr. Wodehouse's memorandum as Exhibit Numher 137, and 
to mark his synopsis as 137 A. 
[7B CHAIRMAN: Yes. 
EXHIBIT NC. 157: Meuoranudum submitted 
on the Activities 
of Dominion and 
Provincial Departments 
of Health in respct 
of overlapping. 
EXHIBIT NO. 137 A: Synonsis of the Health 
Branch of the Dzepart- 
ment of Pensions 
and National health. 
THE CHAIRMAN: It was suggested in one of the Briefs 
when we were in one of the western provinces, I do not 
recall which one, that it would be desirable if the scien- 
tific staff of your department was increased so that the 
provinces which could not afford to establish such a staff 
might have the bmefit of consulting with the experts of 
your Department. Has that question come up before your 
Federal Council of Health at all? 
DR. WODEHOUSE: I think evidence is given of that 
fact, in that we have been requested to establish these 
four divisions. I tnink that is, as I picture it, the 
proper function of our department, not to interfere or do 
detailed work, but to provide consultants. Of course, 
{ do not moan by that, that we presume to tell them what 
to do, we only seek to help them. 
THE CUALRMAN: Thank you very much, Dr. Wodehouse, for 
tne valuable assistance which you have given us. 
MR. STEWART: The next ig Dr. Coats, Head of the Dominion 
Bureau of Statistics. 


DR. R. H. COAYS, Dominion Statistician, was called: 
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BY MR. STEVART 
ie DD. COgts,.yeu- are Dominion Statistician? “As Yes? 
Ne And as such, are head of the Dominion Bureau of 
Statistics? A. Yes. 

Dis Would you just outlinc to the Commission the functions 
carried on by your Fureau? A. They are very wide, of 
course, Mr, Chairman. Our functions are prescribed under 
the Ast respecting the Dominion Bureau of Statistics which 
Says: 

"Shall be to collect, extract, compile and 
publish statistical information relative to the 
commercial, industrial, social, economic anc penérar 
activities and conditions of the people, to col- 
laborate With all other departments of the 
eovernment in the compilation and publication 
of statistical records of administration according 
to the regulation, and to take the census of tho 
Dominion as hereinafter provided.” 

I think that is in the Brief which has been submit- 
ted to you. 
| TI CHAIRMAN: You might, just for convenience sake, 
have @ copy of the Act marked as an exhibit. 

EXHIBIT NO. 138: Copy of an Act respecting 

Dominion Rureau of 
Statistics. 

DR.. COATS: The Act sets out the duties of the 
Bureau, iow, the British North America Act proscribes 
statistics as falling within Dominion jurisdiction as 
opposed to vrovincial jurisdiction. Tne interpretation 
of that has always been that it does not preclude 
statistical information being gathered by the provinces 
with regard to those subjects which, under Section 95, 


are allocated to the provinces. It does lay 
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down the duty of the Dominion government as to insuring 
that there is complete or as nearly complete comparative 
statistical informstion as it can afford of these various 
economic and social conditions. 

It was only in 1918 that the Dominion Bureau 
of Statistics was set up as a central statistical 
organization. Previous to this, statistics of various 
social activities were gathered in a ereat many depart~ 
ments which had special interest in respect of those 
statistics. There was a great amount of overlapping as 
between Dominion and provincial authorities, and there 
was a good deal of workings at cross purposes as between 
Dominion authorities, because statistics were considered 
purely as 2 by-product of administrative services. 

There was, as you no doubt remember, a Cornmicssion formed 
to. inquire into the general statistica”. situation in 
1912, It advocated reforms in form of organization, and 
after a sood deal of consideration, the Sureau was set 
up in 1918. To organize the Bureau and reduce to some 
sort of co-ordination these multifarious activities and 
interests was a tremendous task. 

In the Act, the further duty is laid upon 
the Bureau of co-operating with all other departments of 
the government in the compilation and publication of 
statistical record. The first section of the Act 
relegates all purely statistical work to the bureau, 
and secondly, where statistics naturally arise out 
of the functioning of 2 department, it is the duty of the 
Bureau to co-ordinate these ac a vart of the general 
scheme. Ths regulation under the Act is a very simple 
and common sense one, It gives the Dominion statistician 
the right to confer with the departments with regard 


to any activities of theirs which 
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might produce statistics. It is ‘the. duty of the Bureau 

to see that such statistics are available as part of the 
general body of statistics. This has been worked out 

in a series of orders in council as between the Buxeau and 
the several Dominion departments, These prescribe exactly 
how any statistics of particular interest to the Departments 
or which are a result of departmental activity shall be 
treated, They are to serve not only the adminis*rative 
interests of the department but to form part of the fund 

of statistical information for the government. A very 

good example of this is the collection of trade statistical 
data through the customs department. The customs depart- 
ment must examine every article whether raw material or 
merchandise which crosses the border; ipso facto it provides 
straight trade statistics. The customs department is 
naturally mainly interested in those articles upon which 
customs duties may be collected. They must be very certain 
of everything concerning those articles, but after all 

these only number 700 or 800, ‘The public interest 

requires information on a wide variety of imports which 


may not have customs duties levied upon them. 


THE CHAIRMAN: What department directly collects 


the statistics concerning exports. 


DR. COATS: The department of customs. It would 
not be common sense to set up 2 purely stat°stical 
staff for a purpose which the customs officers at 


the different ports can meet. 
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These statistics must be brought tnto seuedinee a 
with production and a great many other fields, 

The customs department, therefore, ig required tc 
report such matters as they are generally competent 
to report, The work is under the control of the 
rominion svatistician insofar as the statistical 
information itself is concerned. This is only one 
instance of inter-Departmental-co~operation, 

Now, with regard to the provinees: Separate 
machinery altogether was set up under separate pro~ . 
visions made in the Act, It was recoenized that when, 
for example, control of mining was vested in the 
provinces, the statistical responsibility remained 
under Dominion authority. This did not mean that the 
provincial authorities could not collect their own 
statistics with regard eo winine: However, if you 
leave nine provincial authorities to.set up statistical 
data as they desire you will get a wide variety of 
methods and will not be able to make interprovincial 
comparisons, ©r arrive at Dominion totals. Moreover, 
if you leave a Mines department to collect its own 
statistics, it is certain to collect only statistics 
which primarily concern mining; for oxample, it would 
not bother much about labour statistics or other 
economic aspects of mining. If they did they might set 
up definitions which would be at variance with those of 
other departments. There is provision, therefore, in 
the Act, which looks forward in a common sense way to 
an arrangement being made between the Dominitzn Bureau 
of Statistics as the Federal statistical authprity and 


these various provincial authorities, The very nature 6 
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their aetivities produce statistics which require 
partnership in the collection ana ecmpilation of this 
information, 

THE CHAIRMAN: Dr. Coats, since there is coe. 
operation between the Dominion and the provinces in 
connection with statistics, is there any further 
co-operation which would be desirable in the 
collection of statistical data? 

DRI GCATS;) T-think there is, and I have made -a-. 
suggestion inthe Brief which has been left with the 
commission, These arrangements with the provinces 
are difficult to arrive at. They depend upon the 
thoroughness with which you have explored the 
possibilities and the extent to which they may. be 


beneficial. 


(Page 3840 follows) 
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For instance, you mentioned the subject: of vital 
statistics; I can take two minutes to tell you just 
what we do in that particular field. Fifteen yeers ago 
the subject of vital statistics, which has +o do with 
the registration of births and deaths was handled under 
nine different Acts in the nine different provinces: 
there were nine different schedules as to the data 
that Should be obtained regarding births and oe 
They were compiled in nine different ways and published 
in nine different forms. You could not make a Dominion 
total; and they could not be related to the other 
schemes of statistics in the field of population, Births 
and deaths are the natural increase ane decrease af the 
ropulation, Another part is migration, which you might 
term the artificial increase or decrease of population, 
while back of the whole is the census which takes a 
static view of the population situation. Now, those 
three sections of stutistics although they go under 
different names are really the same thing in differing 
guise, just exactly as tha eee ide and the journal and 
the stock sheet of a grocer must be based on simtlar 
terminologies and interpretaions and definitions and 
so on, We succeeded in getting the provinces to agree 
on a uniform vital statistical scheme and we did it at 
a four or five day conference at which the Bureau 
Suggested a model Act, We put it forward ina 
scientific spirit as the sort of thing we had built up 
foom observation of the mine provincial systems and 


the systems of other countries. After four 
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or five dsys deliberation in conference wivh. the 
registrars-general we agreed on a model Act for 
Canada which was the product not of the Dominion 
Bureau of Statistics but of the experience of the 
provinces themselves, We arrived at a very good 
working Act. Provincial objections were removed 
when discussion was brought into an atmosphere 

of give and take and scientific endeavour. 
As soon as the provinces had agreed on this Act, and 
on the schedules appertaining to the Act, as well as 
on the schéme of tabulation which was essential, 
we said to the provinces something like this: 

"If you will ‘serap't your Acts and pass the model 
Act, not necessarily verbatim but adhering to the 
principles of the model Act, the Dominion will 
supply the provinces with the forms for making 
registrations, ~ the forms on which a birth or 
seat shall be entered." They are issued in the 
joint names of the Bureau and of the provincial 
registrar-general, Finally we said if you will 
sned us copies of registrations we will make the 


compilation here, 


THE CHAIRMAN: YI don't think, Dr. Coats, it 
is necessary to go into the details of it. You 
have worked out a system with the provinces on a 
satisfactory basis for compiling uniform and 


vital statistics, 
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DR. COATS: Yus, that is correet, and we have done 
it in a great many other fields on a principle that, x 
think, is eminently common sense as well as economical 
and which has greatly enlarged the content of statistics. 

THE CHATRMAN: Dr. Coats, we want to give you full 
time to present the points of your department. I have not 
seen the Brief and I don't know whether there is one here, 
and I cannot form any estimate whether you could finish 
in a Bhort time or whether we will have a sitting this 
afternoon as we originally intended. Have you an estimate 
of how long it would take to cover the points? 

DR. COATS: Well, of course I could take a long, 
time on the subject; it is you,-Mr. Chairman, who ae 
set the time limit, I think I could finish in five minutes. 

THE CHAIRMAN: Well, fifteen minutes. There may be 
some questions Mr, Stewart may have for you, and we will 
finish the whole thing in fifteen or twenty minutes, We 
would rather sit now than have a further session this 
afternoon, 

DR. COATS: I think I can, The needs in the Bureau 
are two-fold; thore are certain fields we have not 
eovered yet that are of Dominion and provincial interest. 
One is transportation. Of course statistical work costs 
money and there is always the question of increased 
expenditure. Briefly the transportation situation is 
that while we have fairly good railway statistics, - 
not guite good enough - we have very imperfect statistics 
ef water borne traffic and we have no statistics at 


all of the revalution that has oceurred in 
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transportation due to the invention ‘of aa, | combustion 
engines and the motor bus and motor truck, I believe that 
complete transportation statistics wou’\¢ a> much cowards 
clarifying transportation issues, and it would also enable 
certain phases of interprovincial relations to be eveaee 
up ~- namely, interprovincial trade and woonomical relations 
in general. 

Now, it is out of the question to provide statistics 
of internal trade directly; it would cos* a fabulous sum. 
We spend a quarter of a million dollars on our import and 
export statistios, and it would cost nearly the same for 
statistics of exchanges inside the country, ~ at least [I 
am inclined to think that it would. But you could get a 
certain by~product from complete transportation statistics 
that would throw a lot of light on it. For example, we 
already get from the railroads monthly statements for 
seventy or eighty important staples of what is loaded on 
cars and loaded off cars in each provinee, If you know 
that, say, 10,000 cattle are loaded in cars in Manitoba 
and 6,000 loaded off cars then you know that there has 
been an export of 4,000 cattle from that province. 

If you have the same for the other provinces then, with 
exports and imports you can get a preity good idea of 
what is zoing on in the cattle trade. I think this could 
be carried along to a considerable distance and that iv 
might throw a lot of light on interyrovincial economical 
relations, 

Your own Commission has encountered the situation that 
prevails in the statistics of pubfic finance, You have had 
to set to work to mske that good; ditto in the statistics of 


private finance, such as concern national income and wealth. 
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Our statistics are very imperfect on a lot of financial 
aspects, that I think could be provided for at nota 
large additional expense, but that again is a question 
of internal policy in the Bureau of Statistics. 

The second aspect is one on which I wish to put 
emphasis, Mr, Chairman. We have multifarious and important 
relations with each province, but provision for holding 
conferences and for getting together is lacking. Daties 
of that kind are apt to be neglected even when one is 
seized of their importance. I think it would strengthen 
the Statistic Act, - and my Minister has endorsed the 
eieecntion which has been passed on to you, - if there 
were oreated a Statistical Council which would be required 
toa meét once a year. That council would be limited to 
ten members. It would be a council for the discussion 
we least once a year, oftener if necessary but once a 
year at least, of the more pressing statistical problems 
at that, moment requiring the getting together of the 
Dominion and provincial governments. We can do that 
of course ad hoc now, but if there were a class in the 
Act providing for this getting together, it would ensure 
aétion. There is, of course, a provision which gives us 
access to any provincial government record or any 
- Municipal ee asad Tne point is that we need some body 
to provide systematically for Dominion-provincial 
discussion. The provinces are organizing statistically 
more and more, they have & central statistical sureau 


in Guebec and thev are setting one up in British 
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Columbia; Nova Scotia has discussed it, and I hear 
that Ontario is likely to move in thet direction, 


That of course simplifies the problem for us. 


THE CHAIRMAN: Do you think it necessary to 
have these provincial departments or branches dealing 
with statistics or could the federal department of 


statistics cover the whole ground? 


DR, COATS: It would cost us much more, A 
provision in the Act allows me as Dominion Statistician 


to delegate authority to a provincial authority +-- 


THE CHAIRMAN: But I just want to get your view, 
Dr. Coats, on that points whether you think that the 
provision functicns more economically than it would be 


to have one department seeking to cover the whole ground? 


DR. COATS: I think so, Considér the annual and 
monthly returns from dairy factories. Now, the Dairy 
Commissioner of British Columbia can best collect those 
data. He has the lists up to date; he knows the men, 

and he can deal with them more satisfactorily than we 
can, At the same time we can help by compiling the 
data and tyr furrmishine general direction of policies. 


Local statisticians are apt to get into a groove, 
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I think if we had a provision in the Act in the 
terms which I have suggested in the memorandum which 
has been handed to you, I believe it would keep our 
co-operative arrangements up-to-date. Referring again 
to your query, Mr. Chairman, I think devolution in these 
matters is a very good thing. So long as there is not 
going to be an entirely central governing body, I don't 
think you can divorce statistics from administration. 

If. I may conclude on a generalization, I think it 
is sOmetimes overlooked hov important the statistical 
provision is, The federal government under the British 
North America Act has no powers in certain fields buy it 
has the right to know all about these fields, That alone 
is a tremendous‘power. A great many quarrels are cleared 
up the moment the facts are clearly defined, Then 
secondly in late years we are using statistics as a 
regulative force in fields that the provinces hold under 
jurisdiction. Yor example, a certain industry is purchasing 
their raw materials and selling their product largely in 
the Canadian market. An industry of that kind is sometimes 
accused, rightly or wrongly, on the one hand of keeping 
down the price at which it buys its raw materials, and on 
the other of increasing their prices to the trade. 
Sometimes, so the accusation runs, they tell the trade 
that they are short of this particular line of goods and 
we must charge a high price, at the time when they are 
telling the producers they are "full up” and can buy 


only at a low price, A continuous 
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record of stocks and production processes from month 
to month or quarter to quarter, with price rep: 
clears this up and there is no possibility of anyone 
taking an undue advantage of anyone else. That is 
becoming an increasing function of statistics in 

the United States. Whereas a few years ago there 
Was a general reluctance on the part of business 

men to give records of their private transactions, 
it is astonishing the extent to which that sentiment 
has changed in the last few years, I had on my 
desk this morning a request from a large body of 
manufacturers to undértake something of that very 
nature; if you had suggested that even five years 


ago they would have depracatéd it. 


BY MR. STEWART: ; | 
Qo I just have three questions, Dr. Coats. It 
was suggested by the Canadian Association for 
Adult Education that your educational division 
might be expanded in the following particulars; 
to enable you to include investigation and 
research in Canadian educational problems, and 
to conduct as well services, experiments and 
research in the social sciences, and adding to 
that the publication of pamphlets; conferences 
to be called by you directors and the use of radio. 
That by these activities your department could be 
of even greater service to education in general. 
The question I wish to ask you is whether your 
department is so constituted as to enable it to 
make that expansion? 


A. Oh yes, indeed. Education 
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is ene of many instances that can be given where there is 
the possibility of doing valuable work. I+ ls a question 
of money and staff. You mentioned conferences: Education 
is a subject on which we ought to have a conference. We 
had one in 1920, and the time is coming when we should 
have another, Education is a good example of the sort of 
thing the Bureau of Statistics can do in a field that is 
definitdly and emphatically relegated to provincial 
jurisdiction. Every few years the establishment of a 
federal Bureau of Education is suggested on the model of 
the United States. Now &0 per cent of the work of the 
Bureau of Education in the United States is statistical 
investigation ~ the measuring of current trends and 
movements and activities in education. This we are doing 
for Canada in our Education branch of the Bureau of 
Statistics - and the remaining 20 per cent has largely 


to do with pedagogical methods and so forth. 


COMMISSIONER DAFOE: The Teachers Federation, I 
think, in the presentation here and in Saskatchewan both 
suggested an enlargement of the educational activities 


of the Bureau of Statistics. 


DR, COATS: Yoss. 


THE CHAIRMAN: Dr. Coats' point is the department 
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is qualified by is organization to undertake it but he 
thinks it would be an additiona* expenditure, 

DR. COATS: Yes, I think a few thousand dollars 
spent that way would have important results. 

BY MR. STEWART: 
Q. The second question *s this: Is your Bureau in a 
position to give the necessary statistics for the 
ascertaining of national income or national wealth by 
provinces? 
As Well, we have statistics of ‘national wealth by 
provinces compiled by tho so~called inventory method, 
It is not a bad figure, but it is not a very good one 
either, On the subject of income, we have had this 
subject under advisement, Yor years, You have Professor 
MacGregor on the job foi: the Commission - a very important 
and necessary job it is, I don’t see how we can talk 
finally about taxing unjil we know what there is to tax, 
We have a scheme of data which we have put at Professor . 
MacGregor’s disposal and he will get a lot of useful 
information together for you, I am sure, 
Qe It requires further preparation of course? A.-Yes, 
and I think you will find when Dre MacGregor gets through 
it will need still further work. He will tell you. 
Qe Once it is set up your Bureau could undertake the work 
of keeping it going? As Quite. We have a plan that, 
requires a little co-operation from Mr, Fraser Elliott, 
He is agreeable, but we were never pressed for it. 
Qe The last point I want to inquire intc, is the bulk of 
the Bureau's work dependent on the-requirements. of your 


department, your general department, that is the Trade and 
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Commerce? A. No. The only figures we do directs: 
for the Trade and Commerce Department are the Trade 
statistics, ~ also production which of course the 
Department of Trade and Commerce uses very extensively. 
But on a subject like mines we work in close co- 
Operation with the Department of Mines and with the nine 
provincial Bepartments of Mines who collect all data 
and send them to us under arrangement. 

Qe What I had in mind was possibly the allocation of 
your Bureau to the Department of Trade and Commerce, 

it might attempt to emphasise your work to some extent? 
As I don't think as a matter of fact it has. The 
Bureau is a central Bureau. It is not a statistical 
branch of any department, but a statistical branch 


of the Dominion government as stated in its Act. 


MR. STEWART: Those are all the questions I have to 


ask, I just want to have the nemrrandum that has not yet 


(Page 3851 follows? 
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bccn mimoographed, numbor 189, reserved for it, 
THE CHAIRMAN: Thonk you very much, Dr. Coats, The 


Commission now closes its Ottcwa sittings for the prosent. 


EXHIBIT NO. 139: Momorzndum submitted by 
Dominion Burertu of Statistics, 
(to bs filed). 


(The Commission cdjournca its Ottaws sittings at 
1.15 pom, to rssumo in Hlifcx, Nove scotic, at 
10.30 a.m, Thursday, Februcry ord, 1928. 
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